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The following releases relate to self-regulatory 
rule proposals and/or adoptions. 


34-16574 
34-16575 
34-16576 


34-16577 
34-16578 
34-16581 


34-16592 
34-16599 


33-1689 Amending and redesignating its rule 
governing the collection and 
dissemination of transaction in- 
formation with respect to equity 
securities listed on a _ national 
securities exchange. 

34-16590 Adoption of a rule to establish min- 
imum requirements governing the 
manner in which transaction, quota- 
tion and market information is dis- 
played by vendors of securities in- 
formation. 

34-16593 = Solicitation of comments on the im- 
pact and operation of Section 30A 
which prohibits registered issuers 
from using any means or 
instrumentality of interstate com- 
merce in furtherance of any corrupt 
offer, payment, gift, promise to pay 
or give, or authorization of any pay- 
ment or gift to foreign officials. 
34-16598 Adoption of a proposed amendment 
Rule 17a-1 which authorizes the 
Commission staff to obtain copies of 
any documents made or received by 
a national securities exchange or 
national securities association inthe 
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course of its business or in its self- 
regulatory activities. 
IC-11053 Adoption of rules which exempt 
specified mergers or consolidations 
of registered investment companies 
from certain prohibitions. 





OPINION 





RICHARD L. ROBINSON 
Where registered representative of 
member firm of registered securities 
association engaged in private 
securities transactions without prior 
written notification to member, 
held, association’s findings of viola- 
tion sustained, but sanctions re- 
duced, in light of applicant’s prior 
oral disclosure to employer, and his 
written disclosure to customers that 
employer was not involved in his 
sales. 


34-16597 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6189/February 19, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16589/February 19, 1980 


Collection and Dissemination of Transaction 
Reports and Last Sale Data 


ACTION: Final rules. 


SUMMARY: The Commission amends and 
redesignates its rule governing the collection and 
dissemination of transaction information with 
respect to equity securities listed on a national 
securities exchange. The amendment adds explicit 
procedures for amending transaction reporting 
plans filed with and approved by the Commission 
pursuant to the rule and provides that no national 
securities exchange or association may prohibit 
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transmission of the entire data stream of transaction 
reports or last sale data on a current and 
continuing basis for the purpose of creating a 
moving ticker display. The Commission also amends 
others of its rules to conform their references to this 
rule. 


EFFECTIVE DATE: April 5, 1980. 


FOR FURTHER INFORMATION CONTACT: Brandon 
Becker, Room 321, Division of Market Regulation, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 272- 
2829. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission announced today that it 
has amended and redesignated Rule 17a-15! under 
the Securities Exchange Act of 1934 (“Act”)? which 
currently governs the manner of collecting and 
disseminating transaction information with respect 
to equity securities listed or admitted to unlisted 
trading privileges on a national securities exchange 
(“exchange”). The amendments restate Rule 17a-15 
in revised format, redesignate Rule 17a-15 as Rule 
11Aa3-1 (“Rule”) under the Act,? add explicit 
procedures for amending transaction reporting 
plans filed with and approved by the Commission 
and provide that no exchange or national securities 
association (‘‘association’’) may _ prohibit 
retransmission of the entire data stream of 
transaction reports or last sale data made available 
through the consolidated transaction reporting 
system (“consolidated system”) on a current and 
continuing basis for the purpose of creating a 
continuous moving ticker display (“moving ticker’). 
In addition, those provisions of Rule 17a-15 which 
currently govern the display of market information 
are eliminated from the Rule and are included in 
Rule 11Ac1-2 which the Commission has also 
adopted today.’ 





117 CFR §240.17a-15. 


215 U.S.C. §§78a et seq., as amended by Pub. L. No. 
94-29 (June 4, 1975), 89 Stat. 97, [1975] U.S. Code 
Cong. & Ad. News 97. 


317 CFR § 240.11Aa3-1. 

4See Securities Exchange Act Release No. 16590 
(February 19, 1980), (“Rule 11Ac1-2 Adopting 
Release”). 
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|. Introduction and Background 


A. General 


On October 20, 1978, as part of its efforts to facilitate 
the establishment of a national market system® and 
in order to promote the widespread availability of 
transaction information in accordance with Section 
11A(c)(1) of the Act, ® the Commission proposed to 
amend Rule 17a-15 which currently governs 


Operation of the consolidated system.’ In 
determining to proposed these amendments, the 
Commission noted that, since the adoption of Rule 
17a-15 in 1972, the Securities Acts Amendments of 
1975 (“1975 Amendments”)® had effected changes 
in the Act not reflected in Rule 17a-15.° For example, 
Rule 17a-15 contained procedures permitting any 
person whose access to transaction information 
disseminated pursuant to an effective transaction 
reporting plan is denied or limited to appeal such 





5See Securities Exchange Act Release No. 14416, at 
41-44, (January 26, 1978) (“January Statement”), 
43 FR 4354, 4360 in which the Commission 
described six initiatives designed to facilitate the 
establishment of a national market system. One of 
the initiatives was considering “further action with 
respect to... permitting . . . retransmission of the 
entire data stream of [transaction] information 
‘contained in . . . the consolidated system on a 
continuous basis by securities information 
processors other than [the Securities Industry 
Automation Corporation (“SIAC”)], the current 
processor the consolidated system.” /d. at 44,43 FR 
at 4360 (footnote omitted). 


®See Section 11A(c)(1)(B) of the Act, 15 U.S.C. § 
78k-1(c)(1)(B). See also Sections 2, 6(a), 6(b)(5), 9, 
10, 11A(a)(1)(C), 11A(a)(2), 11A(b), 15(c), 15A(a), 
15A(b)(6), 17(a) and 23(a) of the Act, 15 U.S.C. §§ 
78b, 78f(a), 78f(b)(5), 78i, 78j, 78k-1(a)(1)(C), 78k- 
1(a)(2), 78k-1(b), 780(c), 780-3(a), 780- 
3(b)(6), 78q(a) and 78w(a); Securities Exchange Act 
Release No. 15926, at 30-31, (June 15, 1979), 44 FR 
36912, 36917. 


7Securities Exchange Act Release No. 15250 
(October 20, 1978) (“Transactions Reports 
Release”), 43 FR 50606. 


8Pub. L. No. 94-29 (June 4, 1975), 89 Stat. 97, 
[1975] U.S. Code Cong. & Ad. News 97. 


Rule 17a-15, as adopted on November 8, 1972, 
required every exchange and association, and every 
broker-dealer not an exchange or association 
member which executed transactions in listed 
securities not reported by an exchange or 
association pursuant to the rule, to file with the 
Commission a plan providing for collecting, 
processing and disseminating transaction 
information in securities registered or admitted to 
unlisted trading privileges on an exchange. The rule 
also provided that, after January 22, 1973, no person 
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subject to its provisions could make available 
transaction information on a current and continuing 
basis except pursuant to such a plan approved by 
the Commission. See Securities Exchange Act 


_ Release No. 9850 (November 8, 1972) (‘Adopting 


Release”), 37 FR 24172. See also Securities 
Exchange Act Release Nos. 9530 (March 8, 1972) 
(“First Proposal Release”) and 9731 (August 14, 
1972) (“Second Proposal Release”), 37 FR5761 and 
19148. 


On March 2, 1973, various self-regulatory 
organizations filed with the Commission a joint 
industry plan (“CTA Plan” or “Plan”) to govern the 
implementation and operation of the consolidated 
system. The Plan provided for the creation of the 
Consolidated Tape Association (‘CTA’) to 
administer the Plan and the SIAC to act as the initial 
processor for the consolidated system. See 
Securities Exchange Act Release Nos. 9924 
(January 3, 1973), 9981 (February 2, 1973), 10026 
(March 5, 1973), 10218 (June 13, 1973) (“First Plan 
Release”), 10671 (March 8, 1974) (“Second Plan 
Release”), 38 FR 1121, 3591, 6443 and 15999 and 
39 FR 10034. The Plan was approved by the 
Commission on May 10, 1974. See Securities 
Exchange Act Release No. 10787 (May 10, 1974) 
(“Approval Release”), 39 FR 17799. 


The Plan requires dissemination of transaction 
information in “eligible securites” which are defined 
to include: (1) stocks and long-term warrants listed 
or admitted to unlisted trading privileges on the 
American (“Amex”) or New York (“NYSE”) Stock 
Exchanges on April 30, 1976, (2) stocks and long- 
term warrants listed or admitted to unlisted trading 
privileges on any exchange which, on April 30, 1976, 
substantially meet either Amex or NYSE original 
listing requirements, (3) stocks and long-term 
warrants listed or admitted to unlisted trading 
privileges on any exchange after April 30, 1976, 
which substantially meet either Amex or NYSE 
original listing requirements and (4) any right to 
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action to the Commission. These procedures’° were 
redundant and in some technical respects 
inconsistent with the extensive procedures set forth 
in Section 11A(b)(5) of the Act which govern such 
denials or limitations by registered securities 
information processors.!' 


Similarly, Rule 17a-15 indirectly imposed certain 
minimal display standards on vendors of market 
information by requiring any plan filed by an 
exchange, association or non-member broker- 
dealer pursuant to that Rule to impose these display 
standards on vendors. This indirect procedure had 


‘been utilized because the Commission did not 


directly regulate securities information processors 
prior to the adoption of the 1975 Amendments. 
However, because Section 11A(c)(1) now provides 
the Commission with plenary authority to regulate 
the manner in which vendors display transaction 
information this indirect regulation is no longer 
necessary.'? In addition, Rule 17a-15 was limited in 
its application to “securities registered or admitted 
to unlisted trading privileges on the exchange,”!? 
whereas Section 11A(a)(2) permits the Commission 
to designate any security (other than an exempted 
security) as qualified for trading in the national 





Footnote 9 Continued 


acquire any of the securities described in (1)- (3) 
which is traded on the same exchange as the eligible 
security, See CTA Plan, “Plan Submitted Pursuant to 
Rule 17a-15 of Securities Exchange Act of 1934,” § 
VI, at 19-23, contained in File No. S7-433. 


The Plan provides that the consolidated system 
consist, in part, of two networks of information 
Network A and Network B. Network A includes 
transaction information from all reporting markets 
for eligible securities listed or admitted to unlisted 
trading privileges on the NYSE. Network B includes 
transaction information for eligible securities listed 
or admitted to unlisted trading privileges on, or 
substantially meeting the listing requirements of, 
the Amex. The reporting markets are the Amex, 
Boston (“BSE”), Cincinnati (“CSE”), and Midwest 
(“MSE”) Stock Exchanges, NYSE, Pacific (“PSE”) 
and Philadelphia (“Phlx”) Stock Exchanges and 
over-the-counter (“OTC”) transactions by members 
of the National Association of Securities Dealers, 
Inc. (“NASD”) and transactions effected through the 
Instinet System operated by Institutional Networks 
Corporation (“Instinet”). The Commission has 
granted the Intermountain (“ISE”) and Spokane 
(“SSE”) Stock Exchanges exemptions from the 
reporting requirements of Rule 17a-15. Securities 
Exchange Act Release Nos. 11385 (April 30, 1975) 
and 14651 (April 11, 1978), 40 FR 1988 and 43 FR 
16852. The Commission also has granted a 
temporary exemption to OTC market makers with 
respect to OTC trading in Pacific Resources, Inc., 
Securities Exchange Act Release No. 16454 
(December 27, 1979), 45 FR_. Redesignation of the 
rule under Section 11A(a) of the Act, will note effect 
the status of these, or any other, exemptions from 
Rule 17a-15 which do not directly conflict with a 
provision of Rule 11Aa3-1. See note 137, infra. 


A pilot phase of the consolidated system began 
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operation on October 18, 1974 and the entire system 
became fully operational on April 30, 1976. See 
Transactions Reports Release, supra note 7, at 4-7, 
33 n. 63, 43 FR at 50606-07, 50611 n. 63. 


See Rule 17a-15(i), as amended in 1974. 
Securities Exchange Act Release No. 11097 
(November 13, 1974), 39 FR 40941. 


For example, Section 11A(b)(5)(A) of the Act is 
substantively identical to Rule 17a15(i)(1) and (i)(2) 
but the Act requires registered securities 
information processors to file a notice of denial with 
the Commission and permits the Commission to 
grant stays summarily. In order to resolve these 
inconsistencies, the appeals provisions of the 
proposal were limited to actions which were not 
reviewable pursuant to Section 11A(b)(5) or Section 
19(d) of the Act. However, the procedures of Rule 
17a-15(i) were retained in the proposal of rule 
11Aa3-1 in modified form because those provisions 
are somewhat broader in scope than the provisions 
of Section 11A(b)(5). 


'2$ee Section 11A(c)(1)(A) and (B). These display 
requirements, currently contained in Rule 17a-15, 
have been relocated in Rule 11Ac1-2 which was 
proposed simultaneously with these amendments. 
See Rule 17a-15(b) and Rule 11Ac1-2, Securities 
Exchange Act Release No. 15251 (October 20, 
1978) (“Vendor Display Release”), 43 FR 50615. 
Rule 11Aa3-1 would, however, continue to contain 
the requirement that any transaction reporting plan 
filed pursuant to the Rule provide that transaction 
reports or last sale data made available to any vendor 
for purposes of display on interrogation devices be 
accompanied by a market identifier. Rule 11Aa3- 
1(b)(4). The Commission has adopted Rule 11Ac1-2 
simultaneously with the adoption of Rule 11Aa3-1. 
See 11Ac1-2 Adopting Release, supra note 4. 
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market system.’* In response the Commission 
determined to propose amendments to Rule 17a-15 

hich would restate the rule in revised format, 
address the changes in the Act discussed above and 
redesignate the rule as Rule 11Aa3-1 under the 
Act.!5 


In addition, Proposed Rule 11Aa3-1 explicitly set 
forth the manner in which any effective transaction 
reporting plan could be amended. The propsal 
required that any proposed amendment to a plan be 
filed with the Commission, notice for public 
comment and approved by the Commission prior to 
effectiveness.'® However, if the Commission found 
that the proposed amendment was of a technical or 
ministerial nature, or, if such action were necessary 
Or appropriate in the public interest, for the 
protection of investors or the maintenance of fair 
and orderly markets, to facilitate the establishment 
of a national market system or otherwise in 
furtherance of the purposes of the Act, the Rule 
permitted the Commission to approve an 
amendment, on a temporary basis not to exceed 120 
days, upon publication of notice of such 


amendment.’” Rule 11Aa3-1 also required a specific 
statement regarding the terms of access to 
information made available pursuant toa plan which 
should conform to the general standards set forth in 
Section 11A(b) of the Act.'® 


B. Retransmission 


In addition to these procedural matters, proposed 
Rule 11Aa3-1 addressed one substantive matter 
concerning the operation of the consolidated 
system, those provisions of the CTA Plan which 
currently prohibit securities information processors 
from retransmitting to their subscribers, on a 
current and continuing basis, the data stream of 
transaction reports contained in the consolidated 
system for purposes of creating a moving ticker 
display (“retransmission”). 


1. Background of the Retransmission Prohibition 
The concerns raised by retransmission primarily 


arise from the manner in which transaction 
information is disseminated through the 





Rule 17a-15(a). 


4See January Statement, supra note 5, at 45-46, 43 
FR at 4360-61. Since the Commission published the 
Transactions Reports Release, the Commission has 
also published for comment proposed rule 11Aa2-1 
which would establish certain procedures and 
requirements for the designation of securities as 
qualified for trading in a national market system. 
Securities Exchange Act Release No. 15926 (June 
15, 1979), 44 FR 36912. As proposed, the rule 
contemplates that certain securities, some of which 
are not presently listed on an exchange, will 
automatically be designated for trading in a national 
market system (defined as tier-one securities in that 
release) and that under the procedures in the rule 
other securities may become designated for trading 
in a national market system (defined as tier-two 
securities). Depending on the form of Rule 11Aa2-1, 
if and when adopted, changes may be required in 
Rule 11Aa3-1. If so, the Commission anticipates 
making conforming amendments to Rule 11Aa3-1. 


SRule 17a-15 was adopted prior to the passage of 
the 1975 Amendments which specifically direct the 
Commission to facilitate the establishment of a 
national market system (Section 11A(a)(2) of the 
Act) and grant the Commission plenary authority: (1) 
to regulate, among other matters, the manner in 
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which securities information processors collect, 
process, distribute or publish transaction 
information and (2) to ensure the availability of such 
information. Sections 11A(c) and 11A(a)(C)(1)(iii) 
of the Act. Therefore, the Commission determined to 
propose Rule 11Aa3-1 under Section 11A of the Act 
and the other sections of the Act under which Rule 
17a-15 was originally promulgated. See 
Transactions Reports Release, supra note 7, 10-13, 
43 FR 50607-08, and note 6 supra. 


‘Proposed Rule 11Aa3-1(b)(5), (c)(1) and (c)(2). 
Since the publication of Rule 11Aa3-1 as a proposal, 
the Commission has also proposed Rule 11Aa3-2 
which would establish generic procedures and 
requirements for national market system plans. See 
Securities Exchange Act Release No. 16410 
(December 7, 1979) (“Rule 11Aa3-2 Release”), 44 
FR 72606. See also Securities Exchange Act Release 
No. 15838 (May 18, 1972), 44 FR 30924. If Rule 
11Aa3-2 is adopted, the Commission plans to 
conform Rule 11Aa3-1 with Rule 11Aa3-2. 


'7Proposed Rule 11Aa3-1(c)(3). Cf. Section 19(b)(3) 
of the Act. 


'8Proposed Rule 11Aa3-1(b)(4)(vi), Rule 17a- 
15(b)(4). 
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consolidated system and the method of financing 
that system. Since the full implementation of the 
Consolidated system on April 30, 1976, transaction 
information has been disseminated to vendors and 
their subscribers by two means, a “high” speed data 
stream containing all transaction information 
disseminated through the consolidated system and 
two “low” speed data streams, designated Network 
A, which includes transaction information regarding 
NYSE listed securities, and Network B which 
includes transaction information on all other 
reported securities.'° Securities information 
processors who are engaged in the business of 
disseminating transaction information (‘“‘vendors”)*° 
are permitted to use the transaction information they 
receive to create a data base from which their 
subscribers can, upon separate inquiry, recall 
transaction and other information for display on 
interrogation devices. In addition, transaction 


information is distributed over the low speed data 
streams for purposes of display on moving tickers 
via nationwide networks of low speed data 
transmission lines provided to CTA by Western 
Union (“ticker networks”).2! The CTA Plan provides, 
in effect, that any moving ticker, regardless of the 
device on which displayed (e.g., on an interrogation 
device or on a separate wall unit) only be supplied 
data directly from. these ticker networks.” This 
provision is commonly known as the retransmission 
prohibition. 


In order to defray some of the costs of collecting, 
processing and disseminating transaction 
information, the CTA Plan requires vendor 
subscribers to pay a fee directly to the CTA for the 
receipt of transaction information. The CTA 
presently assesses fees on the basis of the number 
of display and interrogation devices used by a 





‘S9For amore complete description of those securities 
included in Networks A and B, see note 9, supra. 


Rule 11Aa3-1(a)(12), as adopted, defines the term 
“vendor” to mean: 


any securities information processor engaged in the 
business of disseminating transaction reports or last 
sale data with respect to transactions in reported 
securities to brokers, dealers or investors on a real- 
time or other current and continuing basis, whether 
through an electronic communications network, 
moving ticker or interrogation device. 


21The ticker networks provide information to moving 
tickers at the rate of 900 characters per minute, the 
generally accepted maximum speed at which a 
linear wall display of this information would be 
readable. As a result of this speed limitation, during 
periods of active trading, complete transaction 
information cannot be disseminated with 
considerable delay. Therefore, the CTA has adopted 
procedures whereby during such periods certain 
information, such as a transaction’s volume, is 
deleted from the relevant low speed data stream, but 
not the high speed data stream. Despite these 
measures, the ticker networks often report 
transactions several minutes after they are reported 
on the high speed data stream. It has been argued 
that the flexibility of interrogation device cathode ray 
tube terminals would permit a vendor creating a 
* moving ticker from the high speed data stream to 
avoid these delays or at least include deleted 
information without incurring further delays. See 
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text accompanying notes 27-28, infra. In addition, 
the CTA has approved certain types of moving 
tickers which display transaction information only 
with respect to selected securities. Because the 
retransmission prohibition requires that these 
“selective” moving tickers be supplied data from the 
ticker networks, they are subject to the same delays 
and deletions as are moving tickers displaying 
transaction information for all securities on the 
networks. If vendors are permitted to retransmit data 
to create a selective moving ticker, such a display 
would not be delayed, even if information were 
displayed at 900 characters per minute. 
Transactions Reports Release, supra note 7, at 29 
n.55, 43 FR at 50610 n.55. See generally id. at 7n.12 
and 15-16, 43 FR at 50609 n.12 and 50610. 


2See CTA Plan, supra note 9, §VIII(b), at 28 (“Vendors 
will not be permitted to retransmit on a continuous 
basis the consolidated last sale prices received by 
them, except as may be incidental to the operation of 
approved interrogation devices or display devices.”); 
§ V(e), at 18, (“Consolidated last sale prices shall be 
made available to. . .[vJendors. .. by means of a high 
speed line. . . for the purpose of servicing approved 
interrogation devices. . . and not for the purpose of 
furnishing a ticker display.”). The CTA does, 
however, provide a delayed dissemination service 
which is not subject to this restriction. Persons 
receiving this low speed data stream (which is 
delayed 15 minutes and so identified) are permitted 
to retransmit without restriction and subscribers 
ultimately receiving the information are required to 
pay subscriber charges to the CTA. 
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subscriber.”? The highest CTA charge to a subscriber 
is for receiving transaction information on a ticker 
tape device furnished by the CTA with information 
supplied through a ticker network; a lesser CTA 
charge is imposed if transaction information is 
displayed on a moving ticker device furnished by a 
vendor (e.g., on a separate wall unit or through an 
interrogation device); and the smallest CTA charge 
is for receiving transaction information through an 
interrogation device upon separate inquiry, which 
information is supplied over the vendor's 
communication system.” 


The retransmission prohibition has been contained 
in the CTA Plan since its initial filing with the 
Commission in 1973. In a release commenting on 
the Plan, the Commission determined not to object 
to the inclusion of the prohibition®® noting four 
potentially harmful effects which might result from 
retransmission. First, because vendors might 
concentrate their marketing efforts on easily 
accessible, more profitable urban areas thereby 
leaving service to more remote, less profitable areas 
to the CTA, the CTA might be forced to increase its 
general level of charges which might in turn threaten 
the financial viability of the ticker networks. Second, 


because vendors would be free to charge rates for 
the provision of moving ticker displays which differ 
from the rates charged by the CTA, the financial 
viability of the ticker networks might be threatened 
and the dissemination of transaction information to 
distant locations thereby impeded. Third, there 
might be a deterioration of ticker reliability because 
vendors might not maintain sufficient back-up 
systems. Fourth, there might be a loss of direct 
regulatory oversight by the Commission because 
vendors were not then subject to express 
Commission regulation.” 


2. Reuters’ Request 


In 1976, the Commission received a letter from 
Reuters Limited (“Reuters”)*’ requesting the 
Commission to eliminate the retransmission 
prohibition. Reuters proposed to offer its 


subscribers a new service, a moving ticker ina novel 
format created from the high speed data stream 
which would not be subject to the delays and 
deletions to which the ticker networks are subject. 
The Commission published Reuters’ letter?® and in 
response received comments from the CTA, Reuters 
and four vendors.”° This commentary raised many of 





23A subscriber pays the CTA a first unit charge for the 
first ticker as well as for the first interrogation device. 
If an interrogation device is capable of displaying a 
moving ticker, two fees are assessed: one for the 
moving ticker and one for receiving transaction and 
other information through the interrogation device 
itself. A subscriber pays an additional, lesser charge 
for each additional ticker or interrogation device. 
The fees to the CTA are in addition to the fees 
subscribers pay to vendors for furnishing particular 
ticker display or interrogation devices. Vendors are 
also required to pay various charges to the CTA for 
receipt of transaction information from the high 
speed data stream. 


24These CTA charges are uniform throughout the 
continental United States. 


25See Second Plan Release, supra note 9. 


26/q. at 8-10, 39 FR at 10035-36. See Transactions 
Reports Release, supra note 7, at 18-19, 43 FR at 
50608-09. The 1975 Amendments eliminated the 
Commission’s concern regarding its regulatory 
jurisdiction with respect to the retransmission issue. 
See id. at 12-13, 43 FR 50607. 


27Letter from Phillip Siegal, Reuters, to the Securities 
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and Exchange Commission (“SEC”), dated February 
4, 1976, and letter from Dennis J. Block, Weil, 
Gotshal & Manges, to Bart Friedman, Division of 
Market Regulation, SEC, dated February 4, 1976. 
These letters are contained in File No. S7-620. 


28See Securities Exchange Act Release Nos. 12161 
(March 3, 1976) and 12318 (April 6, 1976), 41 FR 
10499 and 15924. 


29See Letter from Richard Brandt, President, Trans- 
Lux Corporation (“Trans-Lux”) to George A. 
Fitzsimmons, Secretary, SEC, dated March 29, 
1976; Letter from M. Sumner, Securities Industry 
Liaison, Information Systems Division, Bunker 
Ramo Corporation (“Bunker Ramo”), to George A. 
Fitzsimmons, Secretary, SEC, dated March 31, 
1976; Letter from Francis J. Palamera, Chairman, 
CTA, to George A. Fitzsimmons, Secrtary, SEC, dated 
April 28, 1976 (“1976 CTA Letter”); Letter from 
Dennis J. Block, Weil, Gotshal & Manges, to Eric C. 
Little, Division of Market Regulation, SEC, dated May 
21, 1976; Letter to Desmond Maberly, Reuters, from 
Carl Bolton, CTA, dated August 3, 1976; Letter to 
CTA Legal and Policy Committee, from George W. 
Hernan, Vice President Business Planning, GTE 
Information Systems, Inc., (“GTE”), dated August 
11, 1976; Letter to Robert J. Birnbaum, Chairman 
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the concerns discussed by the Commission in its 
release commenting on the retransmission 
prohibition in the CTA Plan.*° 


In addition to these concerns, commentators 
discussed the competitive implications of the 
prohibition. Reuters argued that the prohibition 
inhibited competition in distribution and display 
services by, among other matters, (1) raising the 
cost of entry through requiring high and low speed 
receptor mechanisms, (2) precluding any 
competition in the distribution of transaction 
information for display on moving tickers, and (3) 
limiting innovation in the display of that 
information.*! In contrast, others argued that 
removing the prohibition would permit Reuters to 
begin retransmission before other vendors and 
would enable Reuters to avoid certain costs already 
incurred by other vendors. In addition, these 
commentators argued that, if retransmission were 
permitted, those vendors which both distribute and 
display market information would have a marketing 





Footnote 29 Continued 

CTA Legal and Policy Committee, from Richard 
Brandt, President, Trans-Lux, dated August 12, 
1976; Letter to Carl Bolton, CTA Legal and Policy 
Committee, from George H. Levine, Vice President, 
Quotron Systems, Inc. (“Quotron”), dated August 13, 
1976; Letter to CTA Legal and Policy Committee, 
from Desmond Maberly, Assistant Manager, North 
America, Reuters, dated August 13, 1976; Letter To 
CTA Legal and Policy Committee, from Carl L. 
Bolton, CTA, dated August 16, 1976. These letters 
are contained in File No. S7-620. See Transactions 
Reports Release, supra note 7, at 21-24, 43 FR at 
50609. 


See text accompanying notes 25-26 supra. 
See note 61, infra. 

Id. at 24-27, 43 FR at 50609-10. 

3But see note 21, supra and notes 64-81 infra. 
34See note 21, supra. 

%/d. at 28-29, 43 FR at 50610. 

%e/d. at 29-30, 43 FR at 50610. 

Id. at 13-30, 43 FR at 50608-10. 

3%8/d. at 31, 43 FR at 50611. 
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advantage over vendors only providing ticker display 
services because integrated vendors could market 
their services as a package with interrogation 
services. They also argued that the demise of the 
ticker networks might leave them without a source of 
information for their displays.*? 


These commentators also argued that the removal of 
the retransmission prohibition would erode the 
present equality of access to transaction information 
among brokers, dealers and investors. Because of 
the unitary nature of the ticker networks, all moving 
tickers in the same network currently receive 
transaction information at the same time*? and inthe 
same format, including the deletion of certain 
information during periods of active trading. 
Permitting retransmission might allow a vendor 
receiving the high speed data stream to display 
transaction information on a moving ticker prior to 
its display on a moving ticker fed by a low speed data 
stream, and possibly to include material deleted 
from that stream. Thus, subscribers to the various 
sources of transaction information would receive 
varying information at different times.* 


Finally, there was some dispute about whether the 
ticker networks were of sufficient value to employ 
regulatory (and possibly anti-competitive) measures 
to ensure their continued existence. The CTA argued 
that the networks were important because they 
provide the complete and official record of 
transactions and a means to supply all investors 
throughout the country with identical transaction 
information. In constrast, one vendor argued the 
ticker networks are outmoded, redundant with 
more efficient vendor systems and should ultimately 
be entirely replaced by the high speed data stream.*© 


3. Transactions Reports Release 


In the Transactions Reports Release, after reviewing 
the prior history of the retransmission issue,*’ the 
Commission 


initially determined that the prohibition against 
retransmission may have anticompetitive 
effects which are not necessary or appropriate 
in furtherance of the purposes of the Act. The 
prohibition, in effect, requires that vendors 
providing interrogation devices which also 
display a moving ticker pay for the maintenance 
of duplicative and redundant data trans- 
mission lines and receptor mechanisms. . . 
[and] may impede the development of 
innovative moving ticker displays. . . .*® 
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The Commission therefore proposed to eliminate 
the retransmission prohibition. However, the 
Commission also concluded “that the ticker 
network[s are] an important mechanism for 
dissemination of market information and should be 
retained. [They] provide. . .a means whereby 
investors, brokers, and dealers can obtain current 
[transaction information] at a reasonable price” 
regardless of their geographic location.*? Therefore, 
the Commission proposed that Rule 11Aa3-1 permit 
exchanges and associations to impose, by means of 
effective transaction reporting plans, certain 
conditions on vendors seeking to retransmit 
transaction information: 


(1) In order to ensure the ongoing viability of the 
ticker networks as a means of providing widespread 
dissemination of transaction information, the 
Commission proposed a subscriber charge 
condition (“Subscriber Charge Condition”) which 
would permit the CTA to require vendors to ensure 
that CTA charges for the display of transaction 
information on moving tickers are collected.*° 


(2) In response to concerns regarding equality of 
access to transaction information, the Commission 
proposed a synchronization condition 


(“Synchronization Condition”) which would permit 


exchanges or associations to require vendors to 
ensure that “transaction reports which are 
retransmitted for display on moving tickers are 
displayed at substantially the same rate as reports 
distributed for display on moving tickers directly by a 
plan processor.””! 


(3) Finally, in response to concerns regarding the 
accuracy and reliability of retransmitted transaction 
information, the Commission proposed an accuracy 
and reliability condition (“Accuracy and Reliability 
Condition”) which would permit exchanges or 
associations to require vendors to ensure that “any 
securities information processor which retransmits 
transaction reports for display in moving tickers 
maintains procedures and facilities sufficient to 
ensure that such display is accurate and reliable.” 


ll. COMMENTS RECEIVED IN RESPONSE TO THE 
TRANSACTIONS REPORTS RELEASE 


In response to its proposal of Rule 11Aa3-1, the 
Commission received comments from the CTA* and 
four vendors,“ one exchange* and one individual.*® 
Although the commentators provided limited 
technical comments on the procedural provisions of 





Id. at 30, 43 FR at 50610. 


“Proposed Rule 11Aa3-1(e)(1). See Transactions 
Reports Release, supra note 7, at 15,32,51,43 FRat 
50608, 50611, 50614. 


“Proposed Rule 11Aa3-1(e)(2). See Transactions 
Reports Release, supra note 7, at 15, 32n.61, 51,43 
FR at 50608, 50611, n.61, 50614. 


*2Proposed Rule 11Aa3-1(e)(3). See Transactions 
Reports Release, supra note 7, at 15,32,51,43 FRat 
50608, 50611, 50614. 


‘SLetter from Robert C. Hall, Chairman, CTA, to 
George A. Fitzsimmons, Secretary, SEC, dated 
January 11, 1979, (“1979 CTA Letter’), contained in 
File No. S7-758. 


“Letter from Jerome M. Pustilnik, Chairman of the 
board Instinet, to George A. Fitzsimmons, Secretary, 
SEC, dated December 27, 1978 (‘“Instinet Letter’); 
Letter from Robert M. Steinberg, Executive Vice 
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President, Quotron, to George A. Fitzsimmons, 
Secretary, SEC, dated October 18, 1978 (“Quotron 
Letter’); Letter from Lawrence Entel, Assistant 
House Counsel, Reuters, to SEC, dated April 18, 
1979 (“1979 Reuters Letter”); Letter from Lawrence 
Entel, Assistant House Consel, Reuters, to SEC, 
dated December 21, 1978 (“1978 Reuters Letter’); 
Letter from Richard Brandt, President, Trans-Lux, to 
George A. Fitzsimmons, Secretary, SEC, dated 
December 11, 1978 (“1978 Trans-Lux Letter’). 
These letters are contained in File No. S7-758. 


“SLetter from Joseph W. Sullivan, President, Chicago 
Board Options Exchange, Inc. (“CBOE”), to George 
A. Fitzsimmons, Secretary, SEC, dated December 
19, 1978 (“CBOE Letter’), at 2-4, contained in File 
No. S7-758. 


46Letter from Clyde A. Kelley, President, Clyde A. 
Kelley, Inc., (“Kelley”), to George A. Fitzsimmons, 
Secretary, SEC, dated December 8, 1978 (‘Kelley 
Letter’), contained in File No. S7-758. 
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the Rule,’’ virtually all of the commentary focused on 
retransmission.*® 


A. General Comments and Subscriber Charge 
Condition 


1. Comments 


Most of the commentary concerning retransmission 
focused on the need to maintain the ticker networks 
through the retransmission prohibition and the 
efficacy of the Subscriber Charge Condition in 
ensuring the financial integrity of the networks. The 
CTA and Trans-Lux again argued that the 
retransmission prohibition furthered the goals of the 
Act by ensuring the ongoing viability of the ticker 
networks, which in turn provide widespread 
availability of transaction information at a 
reasonable cost.*? In addition, the CTA argued that 
the ticker networks provide other unique benefits 
such as market center broadcasts of ex-dividend 
and other so-called administrative information, 
dissemination of transaction information 15 
minutes delayed at a minimal charge,°° widespread 


distribution of information on eligible regional 
securities and high reliability from beneficial 
duplication of CTA and vendor distribution systems, 
which justify the continued maintenance of the 
ticker networks even by means which are arguably 
anticompetitive.) To the contrary, Instinet argued 
that the Subscriber Charge Condition is 
“anticompetitive in the extreme” because it is only 
designed to protect the ticker networks, “the 
principal purpose[s]” of which are “to advertise and 
encourage the buying and selling of securities. . . ."°? 


The CTA and Trans-Lux*® further argued that the 
Subscriber Charge Condition would not be sufficient 
to maintain the viability of the ticker networks. The 
CTA argued that, if vendors were permitted to 
retransmit transaction information for display in a 
moving ticker, subscribers “to such retransmission 
services cannot be expected to passively continue 
payment of the CTA charges in order to subsidize 
CTA’s nationwide networks in addition to the fees 
charged by retransmission vendors for their 
services.” As a result, the CTA’s revenues would be 
reduced and the CTA would be forced to raise 
remaining subscriber charges or abandon the 





47See text accompanying notes 106-137, infra. 


*8In addition, CTA reaffirmed and Instinet and 
Reuters referred to their earlier comments on 
retransmission. 1979 CTA Letter, supra note 43, at 
2-3, citing, 1976 CTA Letter, supra note 29, and 
Letter from the Amex and NYSE to the SEC, re: 
industry Plan Submitted under SEC Rule 17a-15, 
dated June 1, 1973 (“1973 Amex/NYSE Letter”), 
contained in File No. S7-433. Instinet Letter, supra 
note 44, at 2 n.*, citing, Letter from Richard H. Paul, 
Paul, Weiss, Rifkind, Wharton & Garrison (“Paul 
Weiss”), to Ronald F. Hunt, Secretary, SEC, dated 
May 19, 1972; Letter from Richard H. Paul, Paul, 
Weiss, to Ronald F. Hunt, Secretary, SEC, dated April 
6, 1973; Letter from to 

dated October 8, 1974,; Letter from Richard H. Paul, 
Paul, Weiss, to the SEC, dated January 21, 1975. 
1978 Reuters Letter, supra note 44, at 2, citing 


Reuters’ early correspondence. See notes 27 and 29 
supra. 





“See 1979 CTA Letter, supra note 43, at 6-10; 1978 
Trans-Lux Letter, supra note 44, at 2-6. 
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°See 1979 CTA Letter, supra note 43, at 10-12, 14- 
15, 19-20. In addition, Trans-Lux argued that any 
anticompetitive aspects of the retransmission 
prohibition were not significant because vendors 
were still at liberty to compete in the manner of 
display of information. 1978 Trans-Lux Letter, supra 
note 44, at 3-5. 


*1See text accompanying note 38, supra. 


*Instinet Letter, supra note 44, at 6. 


°8Trans-Lux also argued that the only real effect of 
retransmission would be anticompetitive. It would 
allow one vendor to enter the field immediately with 
the advantage of avoiding certain development costs 
which other vendors have already incurred. See 
1978 Trans-Lux Letter, supra note 43, at 4; text 


accompanying notes 31-32 supra, and note 94-100, 
infra. 


1979 CTA Letter, supra note 43, at 6-7 (footnote 
omitted). 
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networks.®> In addition, the CTA seemed to suggest 
that because most vendors would concentrate their 
marketing efforts on low cost, urban and eastern 
areas, the particular revenues lost from the networks 
would tend to be those providing a geographic 
subsidy to more remote users.*© 


If retransmission were allowed, CTA further argued 
that preservation of the ticker networks required it to 
collect its full charge, including the costs of Western 
Union circuitry, from vendors’ subscribers because 
the existence of lower charges to subscribers to 
retransmission services would create a disincentive 
to using the ticker networks.*’ While Quotron and 
Reuters did not object to a Subscriber Charge 
Condition, they argued that the charge should be 
reduced to reflect cost savings to CTA resulting from 
vendors providing distribution services previously 
provided by CTA.*® 


2. Commission Response 


Sections 11A(a)(1)(C)(iii) and 11A(c)(1)(D) of the 
Act set forth as an objective of the national market 


system that transaction information should be made 
available to brokers, dealers and investors. In 
addition, Section 11A(c)(1)(B) of the Act specifically 
authorizes the Commission “to assure the prompt, 
accurate, reliable, and fair. .distribution” of 
transaction information. The Act also contains 
broad, overriding statutory mandates to facilitate the 
establishment of a national market system with due 
regard for the necessity and propriety of any burdens 
on competition.*? 


In balancing these goals of the Act and the often 
conflicting views of commentators as to whether the 
purposes of the Act are furthered or impaired by the 
retransmission prohibition, the Commission has 
concluded that the prohibition unnecessarily 
inhibits competition among vendors: in the 
distribution and display of transaction information 
without offsetting benefits which are in furtherance 
of the purposes of the Act.® The prohibition inhibits 
entry into the field by requiring vendors to maintain 
decentralized processing capabilities at each ticker 
display site and inhibits innovation by effectively 
precluding innovative display formats and more 





55The CTA also argued that, if it is permitted to collect 
the Subscriber Charge from customers of its 
competitors, it would no longer be acting as a neutral 
processor of information as contemplated by the 
Act. 1979 CTA Letter, supra note 43, at 34 n.28. 
While the Commission understands that the Act 
requires the Commission to ensure that all exclusive 
processors, such as the CTA, act on a neutral basis, 
see Sections 11A(b)(3), 11A(c)(1)(B) and 
11A(c)(1)(C) of the Act, the Commission does not 
believe such neutrality should prevent emerging 
competition which does not threaten the goals of the 
Act that neutrality was intended to further. 


The CTA further argued that even if itis;capable of 
collecting the Subscriber Charge, the only result 
would be that broker-dealers will pay more for 
transaction information because .‘‘competitive 
pressures” will force broker-dealers to subscribe to 
retransmitted data even though the data will only 
provide “minor” improvements over,the information 
presently available. 1979 CTA Letter, supra note 43, 
at 9, n9 cont. at 10. Even assuming that 
transmission services will increase total costs to the 
securities industry, the Commission is satisfied, at 
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present, that, if broker-dealers are willing to 
subscribe to retransmission services, competitive 
pressures will ensure that vendor charges 
reasonably reflect the value of the services 
provided. 


56See 1979 CTA Letter, supra note 43, at 7 n.7. See 
also 1976 CTA Letter, supra note 29, at 14. CTA 
further argued that “there is no assurance that 
vendors would provide retransmission services 
except as part of a costly package including 
interrogation services.” 1979 CTA Letter,-supra note 
43, at 15-16. See id. at 15-17, 29 n.26. See note 62, 
infra. 


57See 1979 CTA Letter, supra note-43, at:4-n.5: 


58See Quotron Letter, supra note 44, at 4; 1978 
Reuters Letter, supra note 44, 3-4. 


59See Sections 11A(a)(2) and 23(a) of the Act. 


6°See Transactions Reports Release, supra note 7, at 
30, 43 FR at 50610-11. 
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timely display of transaction information.®! However, 
the Commission also continues to believe that the 
ticker networks presently provide valuable services 
to the investment community and should be 
preserved because the networks permit brokers, 
dealers and investors to obtain current transaction 
information at reasonable prices, regardless of 
geographic location.®°? Therefore, while the 
Commission believes that the retransmission 
prohibition should be eliminated, it has also 





*1\For example, if a vendor sought to create a new type 
of display format for use by the vendor's subscribers, 
the vendor could not reformat the transaction 
information received over the high speed data 
stream and then retransmit the reformatted data to 
the vendor's subscribers. Instead, the vendor (and 
by implication the vendor's subscribers) would 
have to incur the expense of making each one of the 
vendor's display terminals capable of reformatting 
incoming transaction information over the low speed 
ticker networks. 


6¢See Transactions Reports Release, supra note 7, at 
31, 43 FR at 50611. Preservation of the ticker 
networks means that subscribers will not be forced 
to accept a “costly package” of services from a 
retransmission vendor. See note 56, supra. 


In finding that the ticker networks should be 
preserved, the Commission is not, as suggested by 
one commentator (see Quotron Letter, supra note 
44, at 3), seeking to preserve the CTA networks per 
se. Rather the Commission is simply recognizing 
that at present ticker networks are the primary 
method of ensuring widespread distribution of 
transaction information at a nominal fee. Indeed, the 
Commission notes that virtually all of the benefits 
cited by the CTA, see, e.g., text accompanying notes 
49-51, supra, as being unique to the ticker networks 
are also provided by vendors over their 
communications systems to users of interrogation 
devices. In the future, transaction information 
distribution systems which supplement or replace 
the ticker networks may evolve. 


The CTA Plan provides that “[a]ny additions, 
deletions or modifications in any. .. charges. . . shall 
be established by amendment to the Plan... .” CTA 
Plan, supra note 9, § XI(c), as amended May 1976, at 
20. E.g., Securities Exchange Act Release No. 15253 
(October 20, 1978), 43 FR 50520 (publishing for 
comment CTA Plan amendments regarding, among 
other matters, certain charges). 
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concluded that the Subscriber Charge Condition 
should be retained in order to ensure the continued 
existence of the networks. 


As adopted, the Rule should encourage the prompt 
distribution of transaction information by 
authorizing vendors to employ existing high speed 
distribution systems and by providing a competitive 
incentive to innovate further in distribution 
techniques. At the same time, the Subscriber Charge 
Condition in the Rule permitting the CTA to continue 
to levy charges on retransmission subscribers 
should reduce or eliminate the concerns raised by 
the commentators that the ticker networks might be 
destroyed. Rather, that Condition should allow the 
ticker networks to provide fair and widespread 
distribution of transaction information at a 
reasonable cost to brokers, dealers and investors no 
matter where they are located. While the 
Commission understands the concern expressed by 
the CTA tha vendor subscribers receiving 
retransmitted moving ticker displays might refuse to 
pay CTA charges equal to those imposed on 
subscribers to the ticker networks, the Commission 
has no basis to conclude that such an event would 
necessarily occur. Moreover, even if ticker network 
revenues were to decline as a result of either 
differential charges (as between subscribers 
receiving a retransmitted ticker and a CTA 
generated ticker) or as a result of loss of ticker 
subscribers, the Commission believes the CTA 
would be able to maintain the ticker networks 
because of resultant cost reductions. Finally, if 
retransmission were to threaten the existence of the 
ticker networks, the Commission would consider 
appropriate regulatory responses at that time. 


With respect to the concern of certain commentators 
that, if retransmission were to result in cost savings 
to the CTA, vendor subscribers should pay a reduced 
fee to the CTA which reflects those cost savings, the 
Commission believes it is premature to reach any 
conclusion at this time. Implementation of the 
Subscriber Charge Condition will require the 
participants in the CTA to agree upon and file an 
amendment to the CTA Plan.® Such an amendment 
would be considered under the procedures 
prescribed by the Rule and would provide an 
opportunity for all interested parties to comment on 
the specific amendment in light of the Rule’s 
adoption. 


B. Sychronization Condition 


1. Comments 
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Rule 11Aa3-1l(e)(2), as proposed, would have 
allowed an exchange or association, by means of an 
effective transaction reporting plan, to condition 
retransmission upon an undertaking by vendors to 
ensure that subscribers receive transaction 
information at substantially the same display rate 





See text accompanying notes 40-41 supra. 


61978 Trans-Lux Letter, supra note 44, at 5. See 
1979 CTA Letter, supra note 43, at 23-34, Appendix 
to 1979 CTA Letter, id, (“1979 CTA Letter 
Appendix”), at 8-10. 


61979 CTA Letter, supra note 43, at 5 n.6. 


671979 CTA Letter Appendix, supra note 65, at 8 
(emphasis deleted). 


8/d. 

Id. at 9. 

721979 CTA Letter Appendix, supra note 65, at 29. 
"Id. at 29-31. 

72Id. at 31-32. 

Id. at 33. 

Id. at 29. 


Id. at 28. The CTA further argued that even though 
subscribers to interrogation devices supplied by the 
high speed data stream can obtain the same 
information more quickly than subscribers to the 
ticker networks, this disparity “does not render the 
display controversy moot” because a ticker provides 
a “feel for the market.” Moreover, the CTA argued 
that the availability of interrogation services “lessens 
the need for more rapid display” of transaction 
information on tickers and “reinforces the need to 
preserve the [ticker networks’]. . . contribution 
towards market information equality. ...” /d. at 28 
n.25. 


76Instinet Letter, supra note 44, at 5-10; Quotron 
Letter, supra note 44, at 2-3; 1978 Reuters Letter, 
supra note 44, at 7-9. 
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(i.e., at so many transactions or characters per 
second) as subscribers to the ticker networks.™ In 
commenting on this provision, Trans-Lux argued 
that it is an important objective of the Act that “[a]ll 
subscribers receive identical data, identically 
sequenced, at the identical time.” The CTA 
concurred, noting “[a] potential ambiguity” in the 
Synchronization Condition,®© which refers to display 
of transaction reports at the “same rate,” not the 
“same time,” and might therefore “be read to require 
mere synchronization of the frequency at which any 
transaction reports appear. . .without regard to 
whether any such report relates to the same 
transaction report being displayed at the same time 
by any other [vendor] system... .”©’ The CTA argued 
that a more stringent requirement, display of 
transaction information at the same time, “is 
essential to [the Condition’s] objective’® because 
otherwise “a retransmission service could display a 
report of a particular transaction at a time 
significantly earlier than that at which the same 
report is displayed by the comparable CTA moving 
ticker.”©? The CTA further argued that the more 
stringent requirement should include a 
“performance standard” which would require “the 
simultaneous appearance of price changes on all 
moving tickers.” The CTA believed that vendor 
compliance with such a performance standard and 
the CTA surveillance of that compliance would be 
technically and economically difficult?’ unless 
retransmission were limited to the low speed data 
streams.” Moreover, the CTA argued that limiting 
retransmission to the lowspeed data streams would 
not destroy the benefits of allowing retransmission, 
notably increasing “the arena for vendor 
competition,”’? and ensuring that “each investor. . 
[is on] an equal footing with respect to this 
fundamental type of information” which provides 
investors with an important “feel for the market.””® 


In contrast to the Trans-Lux and the CTA positions, 
Instinet, Quotron and Reuters argued that even the 
less stringent Sychronization Condition proposed by 
the Commission (i.e., that transaction information 
be displayed at substantially the same rate) imposes 
additional costs on vendors which would discourage 
vendor entry and innovation with respect to 
distribution of transaction information and would 
eliminate some of the benefits of retransmission.” 


Instinet argued that 


[t]he. . .objective of disclosure must be to 
disseminate [transaction information] just as 
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rapidly and completely[’’] as possible. 


The spur of competition among vendors will 
achieve that objective. Slowing the reporting 
pace of vendors to the low speed pace. . .will 
achieve the opposite.” 


Reuters argued that 


[i]n effect, .requiring any vendor to retransmit 
transaction reports at the same rate as the CTA 
ticker networks is like making the slowest 
means of retransmission, Western Union 
circuitry, the standard to which all vendors 
must slow down their display of [transaction] 
information. Such a result will foster stagnation 
among vendors with respect to the 
development of communicatioins facilities 
designed to quicken the development of that 
system and will eliminate a significant potential 
area of competition among vendors.’? 


Quotron argued that 


[i]t may be argued by some, that to create a 
display of moving ticker faster than the current 
displays would produce at best an unreadable 
blur. [8°] It seems to us that this is a specious 
argument on two counts: 1) .. .A moving ticker 
display, posting one more transaction per 
second than the current ticker during a busy 
period will have significantly less latency the 
longer the duration of the busy period. . .[[and] 





“\nstinet's reference to the completeness of 
transaction information is apparently to the fact that 
during periods of active trading various information 
is deleted from the low speed data streams. The high 
speed data stream, which vendors might use for 
their retransmission services, does not involve such 
deletions. See note 21, supra, and 1979 CTA Letter, 
Supra note 43, at 26-28. 


8Instinet Letter, supra note 44, 9, 10. 
91978 Reuters Letter, supra note 44, at 9. 
8°See note 21, supra. 

®1Quotron Letter, supra note 44, at 3. 


8See note 75, supra. 


®3See text accompanying notes 68-75, supra. 
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2). . .the regulatory process should not 
presume the outcome of technical innovation. 
If. . . [a faster but readable display] cannot be 
achieved today, the rule should be revised to 
permit the possibility so that there be a motive 
for vendors to compete on the basis of 
improved service.®! 


2. Commission Response 


The Commission proposed the Sychronization 
Condition in order to provide some minimal degree 
of synchronization in the presentation of transaction 
information on moving ticker displays, while still 
permitting vendors to utilize the advantages of high 
speed transmissions in terms of the content of their 
displays (i.e., permitting more complete data to 
accompany each transaction report) and the 
timeliness of data presentations on selective moving 
tickers.®2 The Commission had considered a more 
stringent standard, as proposed by the CTA,® but 
such a standard, as CTA recognized, is technically 
and economically difficult to satisfy, involves 
difficulties in monitoring compliance and precludes 
the principal benefits of retransmission. After 
consideration of the commentary, the Commission 
has determined that no Synchronization Condition 
should be included in the Rule. Neither the 
Condition as proposed nor the more stringent 
version suggested by the CTA can ensure that all 
vendor subscribers receive transaction information 
at the same time. Subscribers to interrogation 
devices, which receive transaction information over 
the high speed data stream, receive transaction 
information in certain securities more quickly than 
over the ticker networks and that information is more 
complete than that furnished subscribers to the 
ticker networks. 


On balance, the Commission does not believe that 
the “feel for the market,” if any, provided by the 
ticker networks requires that the distribution of 
transaction information be retarded simply to 
ensure simultaneous receipt of transaction 
information available over a moving ticker, as 
opposed to other more timely sources. Moreover, in 
light of the importance of this information to brokers, 
dealers and investors, the Commission does not 
believe it should impose regulatory restraints which 
preclude the dissemination of that information as 
promptly as possible. 


C. Accuracy and Reliability Condition 
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1. Comments 


In various comment letters prior to the Transactions 
Reports Release, the CTA had expressed some 
concern that vendors might not adequately ensure 
the accuracy and reliability of ticker service if 
allowed to retransmit transaction information.® In 
response, the Commission proposed for comment 
the Accuracy and Reliability Condition in Rule 
11Aa3-1(f)(3) which would have permitted a 
transaction reporting plan to condition 
retransmission on vendors undertaking to ensure 
the accuracy and reliability of their dissemination 
systems. 


In commenting on this provision of the rule, Instinet 
argued that competitive pressures alone should 
ensure adequate accuracy and reliability.®> Instinet 
noted that “[i]n today’s competitive securities 
industry, no broker, dealer or institutional investor 
will long make use of and pay for a vendor device 
which does not supply an accurate and reliable 
display of” transaction information.®® To the 
contrary, in support of the Accuracy and Reliability 
Condition, the CTA went so far as to suggest that 


confining retransmission to the low speed lines 
and prohibiting [vendors from combining their 
high and low speed services into a single 


information feed]. .might be appropriate 
methods to achieve the reliability of vendor 
displays contemplated by the [Accuracy and 
R]eliability [C]ondition.®’ 


2. Commission Response 


The ‘Commission understands that, at the present 
time, the CTA has not imposed any formal or 
informal accuracy or reliability standards on 
vendors in conection with either their interrogation 
device services or their moving ticker displays. To 
the contrary, the CTA has relied upon competitive 
pressures to ensure minimum levels of accuracy 
and reliability in the dissemination and display of 
market information.® Absent some showing of a 
unique need for accuracy and reliability standards 
with respect to retransmission for ticker displays, 
the Commission does not perceive any reason to 
permit the imposition of an Accuracy and Reliability 
Condition only on that type of service. 


Moreover, given the apparent hesitancy of the CTA to 
impose accuracy and reliability standards on 
vendors providing information for use on 
interrogation devices, it would not appear that such 
regulation is necessary at this time. Accordingly, the 
Commission has eliminated the Accuracy and 
Reliability Condition. 





84See, e.g., 1976 CTA Letter, supra note 29, at 17-18; 
1973 Amex/NYSE Letter, supra note 48, at 8-9. 


8Instinet Letter, supra note 44, at 10-11. 
86/d. at 11. 


871979 CTA Letter, supra note 43, 20 n.15. See id. at 
5, 19-20. The CTA noted that 


[ijn any event, the need for reliability can be 
expected to lead CTA to insist that vendors upgrade 
their facilities in order to provided the requisite 
excess capacity needed to avoid the kind of delays 
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initially experienced by some vendors in connection 
with the dissemination of quotation information. 


Id. at 20 n. 15. 


88For example, soon after the adoption of Rule 
11Acl-1, certain vendors experienced delays in 
providing quotation information to their subscribers. 
However, pressures from vendor subscribers, the 
CTA, the Consolidated Quotation Plan participants 
and the Commission were apparently sufficient to 
cause these vendors to eliminate many of those 
problems within a very short time period. 
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In adopting the Rule without this Condition, the 
Commission is not suggesting that accuracy and 
reliability, which are explicit goals of the Act,®? are 
unimportant. Rather, the Commission is deferring a 
decision on the necessity of such a Condition 
pending the submission of an actual plan 
amendment and a clear demonstration of a need for 
such standards.” If, in the future, the CTA 
determines that the level of accuracy and reliability 
is not sufficient to meet the purposes of the Act, the 
Commission is prepared to reconsider an Accuracy 
and Reliability Condition and an appropriate 
amendment to the CTA Plan. In addition, the 
Commission will continue to monitor vendor 
accuracy and reliability and is prepared to take 
appropriate regulatory actions to ensure 
achievement of the goals of the Act. 


D. Other Comments on Retransmission 





8Section 11A(c)(1)(B). 


%1f the CTA determines to propose accuracy and 
reliability standards on vendors, the Commission 
would expect a submission describing, among other 
matters, (1) the reasonableness of such standards, 
(2) the ability of vendors to comply with such 
procedures, (3) the competitive implications of such 
conditions and (4) the consistency of such 
conditions with the purposes of the Act. 


21978 Trans-Lux Letter, supra note 44, at 7. See 
1979 CTA Letter, supra note 43, at 18. 


921979 CTA Letter, supra note 43, at 14-15. 


lt should be noted, that current vendor display 
devices permit subscribers to the CTA tickets to 


delete information with respect to particular 
securities. These so-called selective tickers do not 
raise the same concerns identified by CTA because 
vendor subscribers (not the vendor itself) make this 
selection. 


%1978 Trans-Lux Letter, supra note 43, at 7. 


*®See Securities Exchange Act Release No. 9731 
(August 14, 1972), 37 FR 19148. Cf. Letter from 
Richard Brandt, President, Trans-Lux, to SEC, dated 
May 8, 1972 (“1972 Trans-Lux Letter’), at 5-7, 
contained in File No. $7-433. 
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1. Device Only Vendors 


One commentator expressed concern that, if the 
ticker networks are destroyed as a result of 
retransmission, those vendors which do not 
maintain any distribution system and who currently 
rely on the CTA to disseminate information to their 
display sites would not be able to obtain transaction 
information on reasonable terms.?' In view of the 
Subscriber Charge Condition, the Commission does 
not believe that there is any substantial likelihood 
that the ticker networks would be destroyed as a 
result of retransmission. However, the Commission 
remains concerned that vendors providing only 
display services have a means of obtaining 
transaction information at potential display sites. 
While the CTA networks currently serve that 
function, in the event that the ticker networks are not 
available at some time inthe future, the Commission 
expects vendors which maintain distribution 
systems to make available transaction information 
to other vendors on commercially reasonable terms. 
In the event that any vendor providing only display 
services finds it impossible to obtain information 
from other vendors on reasonable terms, the 
Commission will be prepared to exercise its 
authority under the Act to correct this situation. 


2. Discrimination Among Securities 


One commentator suggested that retransmitting 
vendors might seek to delete inactive stocks from 
their ticker displays.°? The Commission shares this 
concern. However, given the current environment, in 
which vendors make available transaction 
information on all reported securities on their 
interrogation devices, the Commission sees no 
reason why vendors would choose to delete inactive 
stocks from a retransmitted ticker. Moreover, if this 
were to occur, the Commission would expect to take 
prompt action to correct the situation.” 


3. Date on which Retransmission Allowed 


One commentator argued that the Commission 
should delay the effective date of permitting 
retransmission for three years because not all 
vendors are presently capable of retransmission 
techniques and therefore certain vendors would be 
at a competitive advantage with respect to other 
vendors who have developed their systems to permit 
retransmission. The Commission has had the 
prohibition on retransmission under active 
consideration since August 14, 1972,% and solicited 
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comment on the issue at that time and in 1976 in 
connection with the Reuters’ request. More 
recently, in its January Statement, the Commission 
indicated that it would be considering the 
retransmission issue during 1978% and on October 
20, 1978,% in the Transactions Reports Release, the 
Commission published its current proposal. In light 
of this protracted consideration of the merits of 
retransmission, the Commission does not believe 
that any vendor has been unfairly disadvantaged. 
However, to provide vendors with some lead time to 
prepare the technical means to retransmit 
information, the Commission has delayed the 
effective date of permitting retransmission until July 
5, 1980. 


E. Nationwide Availability and Uniform Pricing 


1. Comments 


In reformulating the provisions of Rule 17a-15 into 
proposed Rule 11Aa3-1, the Commission retained 





%See text accompanying notes 25-36, supra. 


%7January Statement, supra note 5, at 44, 43 FR at 
4360. Cf. Letter from Richard Brandt, President, 
Trans-Lux to George A. Fitzsimmons, Secretary, SEC, 
dated March 27, 1978, contained in File No. S7-735- 
A. 


%See Transactions Reports Release, supra note 7. 
%Rule 17a-15(f)(2), Proposed Rule 11Aa3-1(f)(2). 


10See 1978 Reuters Letter, supra note 43, at 4-5; 
1979 Reuters Letter, supra note 43, at 1. (“Reuters 
does not, and never has, intended to confine its 
broadband services to the New York City area, and in 
fact, is already paying substantial sums of money for 
[s]atellite capacity capable of transmitting these 
services to markets all across the country.”) 


11The nationwide availability and uniform pricing 
provisions are corollaries because each is necessary 
to ensure the efficacy of the other. 


102F g., 1972 Trans-Lux Letter, supra note 95, at 4. 
See Advisory Committee on Market Disclosure, 
Report to the SEC on a Composite Transaction 
Reporting System 4 (July 17, 1972), and Securities 
Exchange Act Release No. 9731, at 2, (August 14, 
1972), 37 FR 19148, 19148. 
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the substantive provisions of paragraph (f) of Rule 
17a-15 pursuant to which any exchange or 
association, jointly or separately, may itself impose 
uniform fees for receipt of transaction information 
and may “require any vendor which distributes or 
displays transaction information to make the 
information it distributes or displays available to all 
qualified subscribers throughout the continental 
United States and to impose uniform charges on its 
subscribers (irrespective of geographic location).”% 
One commentator, Reuters, objected to the 
retention of that portion of paragraph (f) which would 
permit the CTA to require vendors to make available 
their services throughout the continental United 
States because it, in effect, would in their view 
preclude the use of distribution systems incapable 
of nationwide service. In particular, Reuters noted 
that its Monitor system relies on the use of coaxial 
cable and/or microwave channels (broad band 
communications) to distribute its signal and that 
such broad band communications facilities are 
available only in limited areas of the United States. 
Therefore, Reuters argued that the nationwide 
availability provision of the Rule, if implemented by 
the CTA, would, as a practical matter, preclude 
Reuters’ use of the Monitor system.!©° 


2. Commission Response 


The nationwide availability provision contained in 
Rule 11Aa3-1(f)(2) is substantially identical to a 
similar provision contained in paragraph (f)(2) of 
Rule 17a-15. However, several factors arising since 
adoption of Rule 17a-15, in addition to Reuters’ 
comment, indicate that the provision as well as the 
corollary uniform pricing provision should no longer 
be retained.!® 


As initially proposed in 1972, Rule 17a-15 did not 
include nationwide availability or uniform pricing 
provisions. However, in response to the proposal of 
Rule 17a-15, the Commission received commentary 
and a recommendation of the Commission’s 
Advisory Committee on Market Disclosure 
suggesting, among other matters, that nationwide 
uniformity of pricing was desirable.’ In light of 
these comments and the considerable uncertainty 
at that time about who would distribute transaction 
information and in what manner, the Commission 
published a revised version of Rule 17a-15 which 
included the nationwide availability and uniform 
pricing provisions. The revised version of Rule 17a- 
15 contained those provisions “to make clear that 
the imposition by...vendors of reasonable, uniform 
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charges for distribution of...[transaction] 
information...will be permitted and that vendors may 
be required to make the information they distribute 
available throughout the continental United States 
to all qualified subscribers.”!° 


Notwithstanding this authority, the CTA did not then 
and has not since imposed uniform pricing and 
nationwide availability requirements on vendors. 
Although the CTA and certain vendors have 
apparently created geographically uniform rates for 
certain of their services, installation and 
maintenance charges in connection with these 
services may vary in differing locations and other 
services are directly priced in a non-uniform 
manner. Similarly, while the Commission 
understands that the CTA and certain vendors 
currently make available transaction information 
substantially throughout the United States,'“ the 
CTA and other vendors have indicated that they will 
not service areas which are so remote that 
telephonic or telegraphic linkages are not available, 
and certain vendors have indicated that, even if lines 
are available, they may not furnish service if a 
subscriber is too remote from maintenance centers. 


Notwithstanding the current lack of absolutely 
uniform pricing and nationwide availability, the 
Commission has no basis to believe that there is 
inadequate dissemination of transaction 
information throughout the continental United 
States or that the more remotely distributed services 
are at prices which create significant disincentives 
to remote use. To the contrary, the Commission 
understands that competitive pressures and the 
existence of the ticker networks ensure that this 
essential market information is available throughout 
the United States on commercially reasonable 
terms. Thus, the Commission questions whether it is 
necessary to retain the nationwide availability and 
uniform pricing provisions of the Rule. In addition, 
while it may be argued that the provisions of 
paragraph (f)(2) contemplate that the Commission 
would approve enabling provisions in the CTA Plan 
without additional inquiry, the Commission believes 
that such action on its part would not be appropriate, 
in light of the purposes of the Act, particularly the 
goals of the 1975 Amendments, including the 
competitive implications of such an amendment.!® 





103See Securities Exchange Act Release No. 9731, at 
2, (August 14, 1972), 37 FR 19148, 19148. 


The CTA provides service to approximately 1,081 
cities throughout the United States. 1979 CTA 
Letter, supra note 43, at 7 n.7. 


105Cf. Bradford Nat'l Clearing Corp. v. SEC, 509 F.2d 
1085 (D.C. Cir. 1978), where the Court “remanded 
for further exploration” a Commission decision to 
conditionally register the National Securities 
Clearing Corporation (“NSCC”) despite its use of a 
pricing structure, geographic price mutualization 
(“GPM”), which imposed charges in a manner 
similar to uniform pricing. 


The Bradford Court specifically noted, 509 F.2d at 
1099 n.22, that 


[GPM] achieves the objective of expanding the 
securities market into a geographically nationalized 
operation, rather than one dominated by New York. 
This objective is served by allowing brokers outside 
New York to “compete” more effectively with those in 


side New York. Whether it also enhances 
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competition in the stricter economic sense—i.e., 
whether it allocates resources more efficiently—is a 
different question. It is conceivable that 
concentrating the securities market in one city, 
albeit to the disadvantage of securities operatives 
located elsewhere, allocates resources most 
efficiently. Such a situation may well have existed 
prior to the advent of modern communication and 
data processing technology, and may even continue 
today. If so, [GPM] is actually anticompetitive and 
essentially subsidizes regional brokers at the 
expense of those located in New York. 


Pursuant to the direction of the Court in Bradford, the 
Commission has solicited comment on the issue of 
NSCC’s use of GPM, among other matters. See 
Securities Exchange Act Release Nos. 15640 and 
15882 (March 14 and May 30, 1979), 44 FR 17838 
and 33198. The Commission’s adoption of Rule 
11Aa3-1 and the deletion of paragraph (f)(2) thereof 
should not be construed as indicating the 
Commission’s ultimate position on the resolution of 
NSCC’s use of GPM or any other issues in those 
proceedings. 
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In view of these concerns, the Commission has 
determined to remove the nationwide availability 
and uniform pricing provisions from paragraph 
(f)(2) of the Rule. The Commission emphasizes, 
however, that the elimination of these provisions is 
not meant to imply that the Commission would 
disapprove CTA Plan amendments requiring 
uniform pricing or nationwide availability. Rather, 
the Commission would review such a proposed 
amendment in light of the facts presented at that 
time and approve or disapprove such an 
amendment in accordance with the standards of the 
Act and the provisions of the Rule. 


Ill. Technical Comments 


In addition to the foregoing, the Commission has 
received a number of comments addressing 
technical aspects of the Rule. 


A. The €TA noted that paragraph (b)(5) of Rule 
11Aa3-1 as proposed provided that “[a]ny person or 
persons” may file with the Commission an 
amendment to an effective transaction reporting 
plan. The CTA objected to this language because it 
could be interpreted to permit one participant in the 





1061979 CTA Letter Appendix, supra note 43, at 5-6. 
See CTA Plan, supra note 9, §§ II1(b) and III(c), at 4- 
ok 


17Rule 11Aa3-1(b)(5). See also Rule 11Aa3-2 
Release, supra note 16. 


108 See CBOE Letter, supra note 45, at 3. 
109Cf, Section 19(b) of the Act. 


10See CBOE Letter, supra note 45, 3-4. 


‘CBOE also argued that a plan amendment could 
be “effectively disapproved” by the Commission’s 
failure to act and, therefore, constitute a “denial of 


due process.” /d. at 3. Even assuming the 
Commission would pursue such a course of inaction, 
this conduct would be subject to normal judicial 
review. 


112$ee Rule 11Aa3-2 Release, supra note 16. See also 
Securities Exchange Act Release No. 15838 (May 
18, 1979), 44 FR 30924 [proposing amendments to 
and revisions of Rule 19b-4, 17 CFR § 240.19b-4, 
which governs, among other matters self-regulatory 
organizations’ proposed rule change under Section 
19(b)]. 
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CTA Plan to propose an amendment to the Plan by 
filing the proposed amendment. with the 
Commission notwithstanding detailed voting 
procedures in the Plan governing the manner in 
which amendments to the Plan must be approved. ! 
The Rule has been changed to require “[a] person or 
persons” proposing an amendment to an effective 
transaction reporting plan to do so “in accordance 
with the terms of such plan....”"!°’ 


B. Another commentator argued that the procedure 
for Commission consideration of transaction 
reporting plans and proposed amendments to an 
effective plan should more closely parallel the 
procedures set forth in Section 19 of the Act 
governing Commission review of proposed rule 
changes by self-regulatory organizations.!° 
Specifically, this commentator suggested that the 
Rule should establish time limits for the 
Commission’s consideration of plans and 
amendments!°? and provide that a_ technical 
amendment may become effective on filing with the 
Commission subject to the Commission's right 
summarily to abrogate such an amendment.!!° 


The Commission has determined, at this time, that it 
should not specify time periods in Rule 11Aa3-1 
which may have the effect of unduly restricting the 
Commission in its consideration of plans or 
amendments filed under the Ruie and commentary 
thereon because of its direct responsibilities to 
facilitate the establishment of a national market 
system and the evolving nature of such a system. 


Similarly, the Commission does not believe it is 
appropriate to allow plans or amendments to 
become effective upon their filing with the 
Commission subject to later abrogation. However, 
Rule 11Aa3-1(c)(3) does provide that certain plan 
amendments may become effective, on atemporary 
basis, upon their publication by the Commission. 
While these procedures provide the Commission 
with a greater degree of flexibility in dealing with 
transaction reporting plans, the Commission 
expects to exercise this responsibility in a 
reasonable manner, consistent with its mandate 
under Section 11A of the Act.'!! Moreover, the 
Commission has recently proposed Rule 11Aa3-2 
under the Act to establish generic procedures for 
filing and amending a national market system 
plan.'!2 The Commission has explicitly requested 
comment on this issue in the release proposing that 
rule and believes it would be more appropriate to 
consider these issues in the context of that 
proceeding. 


SEC DOCKET/633 





C. One commentator suggested that the appeal 
procedures pursuant to the Rule should be no 
“broader than those set forth” in Sections 11A(b)(5) 
and 19(d) of the Act.'!? The appeals procedures set 
forth in the Rule were designed to supplement the 
provisions of Sections 11A(b)(5) and 19(d) of the 
Act, not to be redundant with them. These sections 
of the Act govern appeals resulting from certain 
types of actions by securities information processors 
and self-regulatory organizations. There are other 
types of action which are not expressly governed by 
the provisions of the Act over which the Commission 
believes it appropriate to exercise its adjudicative 
authority. These types of action would be included 
within the appeals procedures of the Rule. 
Therefore, the provisions of paragraph (g) of the Rule 
have been retained.!!4 





1131979 CTA Letter Appendix, supra note 65, at 10- 
ii. 


14Furthermore, these types of issues would be better 
addressed in the generic Commission proceedings 
to consider the appeal procedures appropriate for a 
national market system plan. See Rule 11Aa3-2 
Release, supra note 16. 


15Instinet Letter, supra note 44, at 11. 


6Transactions Reports Release, supra note 7, at 31 
n.58, 43 FR at 50611 n.58. 


47Rule 11Aa3-1(a)(1). See Kelley Letter, supra note 
46, at 1-2. 


18Rule 11Aa3-1(a)(9), (a)(10) and (a)(12). See 1979 
CTA Letter Appendix, supra note 65, at 1-2. 


19Rule 11Aa3-1(a)(5). See 1979 CTA Letter 
Appendix, supra note 65, at 2. 


120Rule 11Aa3-1(e). See 1979 CTA Letter Appendix, 
supra note 65, at 9-10. 


121Section 11A(a)(1)(C)(iii) states that it is important 
to ensure “the availability to brokers, dealers, and 
investors of information with respect to. 
transactions in securities.” 


22Rule 11Aa3-1(a)(12). See CTA Letter, supra note 
43, at 26-27. 
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D. One commentator recommended that vendors 
should be permitted to select whatever display 
format “they choose, rather than the CTA-approved 
format...."!!5 The Rule does not specifically permit 
CTA or any other transaction reporting association to 
approve the display format of a vendor. However, the 
CTA pursuant to its individual contracts with vendors 
has retained that right. The CTA has indicated that it 
has reserved this right in order to prevent vendors 
from implementing misleading display formats or 
providing displays in violation of the requirements of 
Rule 17a-15. To the Commission's knowledge, the 
CTA has never disapproved a proposed vendor 
display format.'!© The Commission believes that, in 
light of the appeal provisions contained in Section 
11A(b)(5) of the Act and the Rule, and the apparent 
limited extent to which the CTA has exercised its 
contractual authority, no Commission action is 
necessary at this time. 


E. In addition, the Commission has made certain 
drafting changes to the Rule: 


1. The definition of the term “transaction report” has 
been limited to “one or more round lots” to make 
clear that odd-lot broker-dealers need not report 
their transactions, asimilar conforming amendment 
also has been made in Rule 11Ac1-1.!’ 


2. The definitions of the terms “interrogation 
device,” “moving ticker” and “vendor” have been 
modified to refer to “last sale data” as well as 
“transaction reports” to make clear that those terms 
include interrogation devices and tickers which 
display, and vendors which disseminate, partial 
reports of transactions as well as more complete 
reports. !!® 


3. A new term, “listed equity security,” has been 
added to the Rule to eliminate a suggested 
circularity in the definition of the term “reported 
security.”"!!9 


4. The term “vendor” has replaced the term 
“securities information processor’ in paragraph (e) 
of the Rule because vendors were the only parties 
directly affected by paragraph (e).!*° 


5. The definition of “vendor” has been conformed 
with Section 11A(a)(1)(C) (iii) of the Act!#! to include 
investors.'?* A similar conforming change has been 
made in Rule 11Ac1-1. 


6. The use of the word “execute” in the Rule as 
adopted has been substituted for the use of the word 
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“effect” in the Rule as proposed to avoid the 
implication that the Commission intended 
distinctions between these words, drawn in different 
contexts,'?3 to apply to this Rule.!*4 


7. The Commission has changed paragraphs 
(b)(4)(ii) and (iii) of the Rule to make clear the 
Commission's intent that paragraph (b)(4)(ii) refer 
to intra-plan coordination and paragraph (b)(4)(iii) 
refer to coordination among multiple plans.!*° 


8. Another suggestion was that the language in 
paragraphs (d)(1)(i) and (ii) of the Rule apparently 
did not recognize that particular types of 
transactions are excluded from the reporting 
provisions of the CTA Plan.!#° Rather than trying to 
define all the possible transactions that might be 
excluded by an effective transaction reporting plan, 
the Commission has changed those paragraphs to 
recognize that a transaction reporting plan, 
approved by the Commission, may exclude certain 
types of transactions from its reporting provisions. !?’ 


9. One commentator also argued that the term 
“make available” as used in the Rule might be 
construed to require making publicly available 
various private communications (e.g., confirmations 
to customers of sales or purchases), and that use of 
the term in the Rule was inconsistent with its use in 
Rule 11Ac1-1.'% To eliminate such possible 
confusion in the Rule and for consistency with Rule 
11Ac1-1, the use of the term “make available” has 
been conformed throughout the Rule with the use in 
Rule 11Ac1-1.!79 


10. One commentator!*° requested further 
Commission definition of the terms “selective 
ticker’'s! and “moving ticker’'?? and another 
requested further definition of the term “market- 
minder.”'33 These commentators were apparently 
concerned about the manner by which charges 
might be imposed, pursuant to a transaction 
reporting plan, for use of such devices under the 
portion of the Rule which allows imposition of 





123See Section 11(a) of the Act; Rule 11a2-2(T) [17 
CFR § 240.11A2-2(T)]; Securities Exchange Act 
Release No. 14563 (March 14, 1978), 43 FR 11542. 


124CTA Letter Appendix, supra note 65, at 3-4. 


Rule 11Aa3-1(b)(4)(ii) and (b)(4)(iii). 1979 CTA 
Letter Appendix, supra note 65, at 4-5. 


1261979 CTA Letter Appendix, supra note 65, at 6-7. 
See CTA Plan, supra note 9, § V(c), at 14-15. See also 
Letter from James E. Buck, Secretary, NYSE, to 
George A. Fitzsimmons, Secretary SEC, dated 
January 12, 1979 (“NYSE Letter’), at 25-26, 28 
contained in File No. S$7-759. 


27Rule 11Aa3-1(d)(i) and (d)(ii). 


1281979 CTA Letter Appendix, at supra note 65, 7-8. 
See Rule 11Acl-1(a)(7) [17 CFR § 240.11Ac1-1 
(a)(7)] which states that 


[t]he term “make available,” when used with respect 
to bids, offers, quotation sizes and aggregate 
quotation sizes supplied to quotation vendors by an 
exchange or association, shall mean to provide 
curcuit connections at the premises of the exchange 
or association supplying such data, or at acommon 
location determined by mutual agreement of the 
exchanges and associations, for the delivery of such 
data to quotation vendors. 


See also NYSE Letter, supra note 126, at 28. 
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293A sirnilar charge has been made in the use of the 
term “disseminate.” 


'30See Instinet Letter, supra note 44, at 5-6. 


11$ee, e.g., Transactions Reports Release, supra 
note 7, at 20 (quoting Securities Exchange Act 
Release No. 10671 (March 8, 1974), at 10, 39 FR © 
10034, 10035), 29 n.55, 30 n.56, 32 n.59, 43 FR at 
50609, 50611 n.56, 50611 n. 59; Vendor Display 
Release, supra note 12, 15-16 (citing Securities 
Exchange Act Release No. 11317 (March 28, 1975), 
at 6, 40 FR 15461, 15466), 43 FR 50615, 50617; 
notes 21 and 93, supra. 


'2The term “moving ticker” is defined in the Rule 
and used throughout the Transactions Reports 
Release. Rule 11Aa3-1(a)(10). See, e.g., 
Transactions Reports Release, supra note 7, at 3,21, 
21 n.42, 22 n.46, 29 n.55, 43 FR at 50606, 50609, 
50609 n.42, 50609 n.46, 50610 n.55. See also 
Sections 3(a)(2) and 3(a)(22)(A)(ii) of the Act; 
Proposed Rule 11Acl1-2(a)(1); Vendor Display 
Release, supra note 12, at3, 18, 20,54n.71,43 FRat 
50615, 50617, 50618, 50623 n.71, NYSE Letter, 
supra note 126, at 27. 


1331978 Trans-Lux Letter, supra note 44, at 7. See, 
e.g., Proposed Rule 11Ac1-2(a)(18); Vendor Display 
Release, supra note 12, at 54 n. 71, 43 FR at 50623 
n.71. 


SEC DOCKET/635 





“charges for the distribution of transaction reports in 
moving tickers.”!* 


The Commission has determined to provide such 
definitions. Rule 11Aa3-1(a)(10) defines a moving 
ticker as “any continuous real-time moving display 
of transaction reports or last sale data (other than a 
market minder) provided on an interrogation or 
other display device.” Within the class of moving 
tickers, a “selective ticker” consists of a moving 
ticker which provides transaction information for 
only a limited number of securities and is not 
required to display at all times transaction 
information for all securities selected. In contrast to 
a moving ticker or selective ticker, Rule 11Aa3- 
1(a)(11) defines a market minder as 


any service provided by a vendor on an 
interrogation device or other display which (i) 
permits real-time monitoring, on a dynamic 
basis, of transaction reports or last sale data 
with respect to a particular security, and (ii) 
displays the most recent transaction report or 
last sale data with respect to that security until 
such report or data has been superseded or 
supplemented by the display of a new 
transaction report or last sale data reflecting 


the next reported transaction in that security. 


While these definitions should provide guidance to 
the CTA and vendors in determining whether any 
particular service is a moving ticker or market 
minder, the Commission believes that the CTA 
should make the initial determination, subject to 
discretionary Commission review, of whether a 
particular device is, for example, a “moving 
ticker.”!3> In reviewing any CTA determination, the 
Commission may consider, among other matters, 
customary usage of the term within the industry, the 
purposes of an effective transaction reporting plan, 
and the purposes of the Rule in using the term.!%6 


IV. Text of Amendments'?’ 


Title 17, Chapter Il, of the Code of Federal 
Regulations is amended as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


1. By revising §240.17a-15 and redesignating it as 
§240.11Aa3-1 to read as follows: 


§240.11Aa3-1 Dissemination of transaction reports 





Rule 11Aa3-1(e). 


138As the Commission stated in the Transactions 
Reports Release, if retransmission were permitted 
“vendors would be provided with improved 
competitive opportunities with respect to the 
provision of moving ticker displays by permitting 
increased communications flexibility and more 
varied ticker formats.” Transactions Reports 
Release, supra note- 7, at 31-32, 43 FR 50611 
(footnote omitted). 


136T hus, for example, the NYSE’s factual observation 
NYSE Letter, supra note 126, at 27, that the 
numerals displayed on a cathode ray tube screen by 
some “moving tickers” do not actually move 
vertically or horizontally within the screen is not 
dispositive of whether the device is a moving ticker 
because the device would still perform the same 
function as other moving tickers. Similarly, the 
suggestion that a market minder capable of 
displaying more than 18 securities would constitute 
a moving ticker, 1978 Trans-Lux Letter, supra note 
44, at 7, is a conclusion the Commission is not 
prepared to accept at this time. Rather, such 
questions should be left initially to the interested 
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parties. However, it is clear, see Rule 11Aa3- 
1(a)(10) and (a)(11), that the terms “moving ticker” 
and “market minder” are mutually exclusive and 
that a selective ticker is a subset of the class of 
moving tickers. Thus, the definition of a moving 
ticker does set a limit on the scope of “charges for 
the distribution of transaction reports or last sale 
data in moving tickers.” Rule 11Aa3-1(e). 


137Because Rule 11Aa3-1 is substantially a 
restatement of Rule 17a-15, outstanding actions by 
the Commission pursuant to Rule 17a-15, e.g., plan 
approvals, interpretations of Rule 17a-15 and 
exemptions from Rule 17a-15, remain effective, 
except to the extent particular provisions of Rule 
11Aa3-1 directly alter the nature of prior Rule 17a- 
15, e.g. retransmission. Note 9 supra; Transactions 
Reports Release, supra note 7, at 2-3, 9, 35 n.68, 37 
n. 75, 43 FR at 50607, 50611 n.68 and 50612 n.75; 
Securities Exchange Act Release No. 10851 (June 
13, 1974), 39 FR 22194. See CBOE Letter, supra 
note 45, at 2-3. Thus, present transaction reporting 
plans appear to be in compliance with paragraph 
(b)(4) of the Rule. See 1979 CTA Letter Appendix, 
supra note 65, at 4-5. 
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and last sale data with respect to transactions in 
reported securities. 


(a) Definitions. For purposes of this section: 


(1) The term “transaction report” shall mean a report 
containing the price and volume associated with a 
transaction involving the purchase or sale of one or 
more round lots of a security (“transaction”). 


(2) The term “transaction reporting plan” shall mean 
any plan for collecting, processing, making available 
or disseminating transaction reports with respect to 
transactions in reported securities filed with the 
Commission pursuant to, and meeting the 
requirements of, this section. 


(3) The term “effective transaction reporting plan” 
shall mean any transaction reporting plan approved 
by the Commission pursuant to this section. 


(4) The term “reported security” shall mean any 
listed equity security or non-listed national market 
system security for which a transaction reporting 
plan with respect to transactions in such security is 
required to be filed pursuant to this section. 


(5) The term “listed equity security” shall mean any 
equity security listed and registered, or admitted to 
unlisted trading privileges, on a national securities 
exchange (“exchange”). 


(6) The term “non-listed national market system 
security” shall mean any security or class of 
securities which (i) is designated as qualified for 
trading in a national market system pursuant to 
Section 11A(a)(2) of the Act and the procedures 
established thereunder, and (ii) is not a listed equity 
security. 


(7) The term “transaction reporting association” 
shall mean any person authorized to implement or 
administer any transaction reporting plan on behalf 
of persons acting jointly under paragraph (b) of this 
section. 


(8) The term “plan processor” shall mean any 
exchange, national securities association 
(“association”) or securities information processor 
acting as an exclusive processor with respect to any 
transaction reporting plan. 


(9) The term “interrogation device” shall mean any 


securities information retrieval system capable of 
displaying transaction reports or last sale data, upon 
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inquiry, On a current basis on a terminal or other 
device. 


(10) The term “roving ticker” shall mean any 
continuous real-time moving display of transaction 
reports or last sale data (other than a market minder) 
provided on an interrogation or other display device. 


(11) The term “market minder” shall mean any 
service provided by a vendor on an interrogation 
device or other display which (i) permits real-time 
monitoring, on a dynamic basis, of transaction 
reports or last sale data with respect to a particular 
security, and (ii) displays the most recent 
transaction report or last sale data with respect to 
that security until such report or data has been 
superseded or supplemented by the display of anew 
transaction report or last sale data reflecting the next 
reported transaction in that security. 


(12) The term “vendor” shall mean any securities 
information processor engaged in the business of 
disseminating transaction reports or last sale data 
with respect to transactions in reported securities to 
brokers, dealers or investors on a real-time or other 
current and continuing basis, whether through an 
electronic communications network, moving ticker 
or interrogation device. 


(13) The term “last sale data” shall mean any price 
or volume data associated with a transaction. 


(b) Filing of transaction reporting plans. 


(1) Every exchange shall, with respect to 
transactions in listed equity securities executed 
through its facilities, and every association shall, 
with respect to transactions in listed equity 
securities executed by its members otherwise than 
on an exchange, file with the Commission a 
transaction reporting plan. 


(2) Every broker or dealer who is not a member of an 
exchange or association and who executes 
transactions in any listed equity security (a 
“nonmember broker or dealer’) shall file with the 
Commission a transaction reporting plan with 
respect to such transactions unless transaction 
reports with respect to such transactions are 
collected, processed, and made available by an 
exchange or association pursuant to an effective 
transaction reporting plan. 


(3) All exchanges, associations, and nonmember 
brokers and dealers are authorized to act jointly in 
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filing a transaction reporting plan or any amendment 
thereto, or implementing or administering an 
effective transaction reporting plan. 


(4) Every transaction reporting plan filed pursuant to 
this section shall include copies of all governing or 
constituent documents relating to any transaction 
reporting association or other entity which may be 
established to implement or administer the plan and 
shall specify, at a minimum: 


(i) Reporting requirements with respect to 
transactions in listed equity securities for any broker 
or dealer subject to the plan; 


(ii) The manner of collecting, processing, 
sequencing, making available and disseminating 
transaction reports and last sale data reported 
pursuant to such plan; 


(iii) The manner such transaction reports reported 
pursuant to such plan are to be consolidated with 
transaction reports from exchanges, associations, 
and nonmember brokers and dealers reported 
pursuant to any other effective transaction reporting 
plan; 


(iv) The applicable standards and methods which 
will be utilized to ensure promptness of reporting, 
and accuracy and completeness of transaction 
reports; 


(v) Any rules or procedures which may be adopted to 
ensure that transaction reports or last sale data will 
not be disseminated in a fraudulent or manipulative 
manner; 


(vi) Specific terms of access to transaction reports 
made available or disseminated pursuant to the 
plan; and 


(vii) That transaction reports or last sale data made 
available to any vendor for display on an 
interrogation device identify the marketplace where 
each transaction was executed. 


(5) Any person or persons who have filed a 
transaction reporting plan which has been approved 
by the Commission pursuant to this section may 
propose an amendment to such plan by filing, in 
accordance with the terms of such plan, the form of 
such proposed amendment with the Commission 
together with a statement of the purpose of, and the 
basis under the Act for, such amendment. 


638/SEC DOCKET 


(c) Effectiveness of transaction reporting plans. 


(1) The Commission shall publish notice of the filing 
of any transaction reporting plan, or any proposed 
amendment to any effective transaction reporting 
plan (“proposed amendment”), together with the 
terms of substance in the filing or a description of the 
subjects and issues involved, and shall provide 
interested persons an opportunity to submit written 
comments. 


(2) No transaction reporting plan filed pursuant to 
this section, or amendment to an effective 
transaction reporting plan, shall become effective 
unless the Commission, having due regard for the 
purposes of the Act, including the public interest, 
the protection of investors, the maintenance of fair 
and orderly markets, and the need to remove 
impediments to, and perfect the mechanisms of, a 
national market system shall, after appropriate 
notice and opportunity for comment, by order 
approve such plan or amendment, with such 
changes or subject to such conditions as the 
Commission may deem necessary or appropriate. 


(3) Notwithstanding the provisions of paragraph 
(c)(2) of this section, a proposed amendment may 
be put into effect upon publication of notice of such 
amendment, on a temporary basis not to exceed 120 
days, if the Commission finds that (i) such action is 
necessary or appropriate in the public interest, for 
the protection of investors or the maintenance of fair 
and orderly markets, to remove impediments to, and 
perfect mechanisms of, a national market system or 
otherwise in furtherance of the purposes of the Act, 
or (ii) the proposed amendment involves only 
technical or ministerial matters. 


(d) Prohibitions and reporting requirements. 


(1) No broker or dealer may execute any transaction 
in, or induce or attempt to induce the purchase or 
sale of, any reported security, 


(i) On or through the facilities of an exchange unless 
there is an effective transaction reporting plan with 
respect to transactions in such security executed on 
or through such exchange facilities; or 


(ii) Otherwise than on an exchange unless there is an 
effective transaction reporting plan with respect to 
transactions in such security executed otherwise 
than on an exchange by such broker or dealer. 
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(2) No exchange or member thereof shall make 
available or disseminate, on a current and 
continuing basis, transaction reports or last sale 
data with respect to transactions in any reported 
security executed through the facilities of such 
exchange except pursuant to an effective 
transaction reporting plan filed by such exchange 
(either individually or jointly with other persons). 


(3) No association or member thereof shall make 
available or disseminate, on a current and 
continuing basis, transaction reports or last sale 
data with respect to transactions in any reported 
security executed by a member of such association 
otherwise than on an exchange except pursuant to 
an effective transaction reporting plan filed by such 
association (either individually or jointly with other 
persons). 


(4) Every broker or dealer who is a member of an 
exchange or association shall promptly transmit to 
the exchange or association of which it is a member 
all information required by any effective transaction 
reporting plan filed by such exchange or association 
(either individually or jointly with other exchanges 
and/or associations). 


(e) Retransmission of transaction reports or last sale 
data. On and after July 5, 1980, notwithstanding any 
provision of any effective transaction reporting plan, 
no exchange or association may, either individually 
or jointly, by rule, stated policy or practice, 
transaction reporting plan or otherwise, prohibit, 
condition or otherwise limit, directly or indirectly, the 
ability of any vendor to retransmit, for display in 
moving tickers, transaction reports or last sale data 
made available pursuant to any effective transaction 
reporting plan; Provided, however, That an exchange 
or association may, by means of an effective 
transaction reporting plan, condition such 
retransmission upon appropriate undertakings to 
ensure that any charges for the distribution of 
transaction reports or last saie data in moving tickers 
permitted by paragraph (f) of this section are 
collected. 


(f) Charges. Nothing in this section shall preclude 
any exchange or association, separately or jointly, 
pursuant to the terms of an effective transaction 
reporting plan, from imposing reasonable, uniform 
charges (irrespective of geographic location) for 
distribution of transaction reports or last sale data. 


(g) Appeals. The Commission may entertain appeals 
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in connection with the operation of any effective 
transaction reporting plan as follows: 


(1) Any action taken or failure to act by any person in 
connection with an effective transaction reporting 
plan (other than a prohibition or limitation of access 
reviewable by the Commission pursuant to section 
11A(b)(5) or section 19(d) of the Act) shall be 
subject to review by the Commission, on its own 
motion or upon application by any person aggrieved 
thereby (including but not limited to exchanges, 
associations, brokers, dealers, issuers, vendors, and 
other users of transaction reports or last sale data), 
filed within 30 days after such action or failure to act 


or within such longer period as the Commission may 
determine. 


(2) Application to the Commission for review, or the 
institution of review by the Commission on its own 
motion, shall not operate as a stay of any such action 
unless the Commission determines otherwise, after 
notice and opportunity for hearing on the question of 
a stay (which hearing may consist only of affidavits 
or oral arguments). 


(3) In any proceedings for review, ifthe Commission, 
after appropriate notice and opportunity for hearing, 
and upon consideration of any proceedings 
conducted in connection with such action or failure 
to act and such other evidence as it deems relevant, 
determines that the action or failure to act is in 
accord with the applicable provisions of such plan 
and is consistent with the public interest, the 
protection of investors, the maintenance of fair and 
orderly markets and the removal of impediments to, 
and perfection of the mechanisms of, a national 
market system, the Commission shall dismiss the 
proceeding. Otherwise, the Commission shall 
require such action with respect to the matter 
reviewed as the Commission deems appropriate in 
accordance with the public interest and the 
protection of investors and consistent with such 
plan, the maintenance of fair and orderly markets 
and the removal of impediments to, and perfection 
of the mechanisms of, a national market system. 


(h) Exemptions. The Commission may exempt from 
the provisions of this section, either unconditionally 
or on specified terms and conditions, any exchange, 
association, broker, dealer or specified security if 
the Commission determines that such exemption is 
consistent with the public interest, the protection of 
investors and the removal of impediments to, and 
perfection of the mechanisms of, a national market 
system. 
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(Secs., 2, 3, 6, 9, 10, 15, 17 and 23, Pub. L. No. 78- 
291, 48 Stat. 881, 882, 885, 889, 891, 895, 897 and 
901, as amended by secs. 2, 3, 4, 11, 14. and 18, Pub. 
L. No. 94-29, 89 Stat. 97, 104, 121, 137 and 155(15 
U.S.C. §§78b, 78c, 78f, 78i, 78), 780, 78q and 78w); 
Sec. 15A, as added by sec. 1. Pub. L. No. 75-719, 52 
Stat. 1070, as amended by sec. 12, Pub. L. No. 94- 
29, 89 Stat. 127 (15 U.S.C. §78-3); Sec. 11A, as 
added by sec. 7, Pub. L. No. 94-29, 89 Stat. 111 (15 
U.S.C. §78k-1).) 


2. By amending paragraphs (a)(1) and (e)(5) of 
§240.10a-1 to read as follows: 


§240.10a-1 Short sales 


(a)(1) No person shall, for his own account or for the 
account of any other person, effect a short sale of any 
security registered on, or admitted to unlisted 
trading privileges on, a national securities exchange, 
if trades in such security are reported pursuant toan 
“effective transaction reporting plan” as defined in 
§240.11Aa3-1 (Rule 11Aa3-1 under the Act), and 
information as to such trades is made available in 
accordance with such plan on a real-time basis to 
vendors of market transaction information, (i) below 
the price at which the last sale thereof, regular way, 
was reported pursuant to an effective transaction 
reporting plan; or (ii) at such price unless such price 
is above the next preceding different price atwhicha 
sale of such security, regular way, was reported 
pursuant to an effective transaction reporting plan. 


* KK K * 
(e).* * * 


(5) Any sale of a security covered by paragraph (a) of 
this section (except a sale to a stabilizing bid 
complying with §240.10b-7) by a registered 
specialist or registered exchange market maker for 
its own account on any exchange with which it is 
registered for such security, or by a Qualified Third 
Market Maker which has filed a notice for such 
security with the Commission on Form X-17A-16(1) 
[§249.631 of this chapter] for its own account over- 
the-counter, effected at a price equal to or above the 
last sale reported for such security pursuant to an 
effective transaction reporting plan; Provided, 
however, That any exchange, by rule, may prohibit 
its registered specialists and registered exchange 
market makers from availing themselves of the 
exemption afforded by this paragraph (e)(5) if that 
exchange determines that such action is necessary 
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or appropriate in its market in the public interest or 
for the protection of investors; 


*x* * * * * 


(Secs., 10 and 23, Pub. L. No. 78-291, 48 Stat. 891 
and 901, as amended by sec. 18, Pub. L. No. 94-29, 
89 Stat. 155 (15 U.S.C..§§78j and 78w).) 


3. By amending paragraphs (a)(4), (5), (8) and (15) 
and (b)(1)(ii) of §240.11Ac1-1 to read as follows: 


§240.11Ac1-1 Dissemination of quotations for 
reported securities. 


(a) ** * 


(4) The term “quotation vendor” shall mean any 
securities information processor engaged in the 
business of disseminating to brokers, dealers or 
investors on a real-time or current and continuing 
basis, bids and offers made available pursuant to 
this section, whether distributed through an 
electronic communications network or displayed on 
a terminal or other display device. 


(5) The terms “plan processor” and “effective 
transaction reporting plan” shall have the meaning 
provided in §240.11Aa3-1 (Rule 11Aa3-1 under the 
Act). 


(6) The term “reported security” shall mean any 
security or class of securities for which transaction 
reports are collected, processed and made available 
pursuant to an effective transaction reporting plan. 


* KK OK 


(8) The terms “bid” and “offer” shall mean the bid 
price or the offer price most recently communicated 
by an exchange member or third market maker to 
any broker or dealer, or to any customer, at which he 
is willing to buy or sell one or more round lots of a 
reported security, as either principal or agent, but 
shall not include indications of interest. 


* KK OK & 


(15) The term “specified persons,” when used in 
connection with any notification required to be 
provided pursuant to paragraphs (b)(3)(i) and 
(b)(3)<{ii) of this section, shall mean: (i) Each 
quotation vendor; (ii) Every plan processor and (iii) 
The processor for the Options Price Reporting 
Authority (in the case of a notification with respect to 
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a reported security which is a class of securities 
underlying options admitted to trading on any 
exchange). 


— 


(Oo). * 4 * 
(l):* ** 


(ii) Every association shall, at all times last sale 
information with respect to reported securities is 
reported pursuant to an effective transaction 
reporting plan, collect, process and make available 
to quotation vendors the highest bid and lowest offer 
communicated otherwise than on the floor of an 
exchange by each member of such association 
acting in the capacity of a third market maker for a 
reported security and the identity of that member 
(excluding any such bid or offer which is executed 
immediately after communication), except during 
any period when over-the-counter trading in that 
security has been suspended; and 


* * eK OK 


(Secs., 2, 3, 6, 9, 10, 15, 17 and 23, Pub. L. No. 78- 
291, 48 Stat. 881, 882, 885, 889, 891, 895, 897 and 
901, as amended by secs. 2, 3, 4,11, 14 and 18, Pub. 
L. No. 94-29, 89 Stat. 97, 104, 121, 137 and 155(15 
U.S.C. §§78b, 78c, 78f, 78i, 78), 780, 78q and 78w); 
Sec. 15A, as added by sec. 1, Pub. L. No. 75-719, 52 
Stat. 1070, as amended by sec. 12, Pub. L. No. 94- 
29, 89 Stat. 127 (15 U.S.C. §780-3); Sec. 11A as 
added by sec. 7, Pub. L. No. 94-29, 89 Stat.111(15 
U.S.C. §78k-1).) 


4. By amending paragraph (a)(4) of §240.12f-1 to 
read as follows: 


§240.12f-1 Applications for permission to extend 
unlisted trading privileges. 


@)*** 


(4) Whether transaction information concerning 
such security is reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act (§240.11Aa3-1); 


* *e KK 


(Secs., 12 and 23,Pub. L. No. 78-291, 48 Stat. 894 
and 901, as amended by secs. 8 and 18, Pub. L. No. 
94-29, 89 Stat. 117 and 155 (15 U.S.C. §§781 and 
78w).) 
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5. By amending paragraph (e) of §240.31-1 to read 
as follows: 


§240.31-1 Securities transactions exempt from 
transaction fees. 


* * KOK * 


The following shall be exempt from section 31 of the 
Act: 


(e) Transactions which are executed outside the 
United States and are not reported, or required to be 
reported, to a transaction reporting association as 
defined in §240.11Aa3-1 (Rule 11Aa3-1 under the 
Act) and any approved plan filed thereunder. 


(Secs. 2, 3, 23 and 31, Pub. L. 78-291, 48 Stat. 881, 
882, 901 and 904, as amended by secs. 2, 3, 18 and 
22, 89 Stat. 97, 155 and 162 (15 U.S.C. §§78b, 78c, 
78w and 78ee).) 


PART 200—ORGANIZATION; CONDUCT AND 
ETHICS; AND INFORMATION AND REQUESTS 


6. By amending paragraph (a)(27) of §200.30-3 to 
read as follows: 


§200.30-3 Delegation of authority to Director of 
Division of Market Regulation. 


xe KK 
(ay -""* 


(27) To approve amendments to the joint industry 
plan governing the consolidated transaction 
reporting system declared effective by the 
Commission on May 10, 1974, pursuant to then Rule 
17a-15, now §240.11Aa3-1 (Rule 11Aa3-1 under the 
Act). 


* * KK * 


(Pub. L. No. 87-592, 76 Stat. 394 (15 U.S.C. §§78d- 
1, 78d-2).) 


PART 230—GENERAL RULES AND REGULATIONS, 
SECURITIES ACT OF 1933 


7. By amending paragraph (e)(1) of §230.144 to 
read as follows: 
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§230.144 Persons deemed not to be engaged ina 
distribution and therefore not underwriters. 


* * KK * 


fe) * >< 


(1) Sales by affiliates. If restricted or other securities 
are sold for the account of an affiliate of the issuer, 
the amount of securities sold, together with all sales 
of restricted and other securities of the same class 
for the account of such person within the preceding 
three months, shall not exceed the greater of (i) one 
percent of the shares or other units of the class 
outstanding as shown by the most recent report or 
statement published by the issuer, or (ii) the average 
weekly reported volume of trading in such securities 
on all national securities exchanges and/or reported 
through the automated quotation system of a 
registered securities association during the four 
calendar weeks preceding the filing of notice 
required by paragraph (h), or if no such notice is 
required the date of receipt of the order to execute 
the transaction by the broker or the date of execution 
of the transaction directly with a market maker, or 
(iii) the average weekly volume of trading in such 
securities reported through the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Securities Exchange Act of 1934 
(§240.11A3-1) during the four-week period 
specified in subdivision (ii) of this paragraph. 


(Secs., 2(11), 4(1), 4(4), 19(a), 48 Stat. 74, 77, 85; 
Secs., 201, 203, 209, 210, 48 Stat. 904, 906, 908; 
Secs., 1-4, 6, 68 Stat. 683, 684; and Sec. 12, 78 Stat. 
580, (15 U.S.C. §§77b(11), 77d(1), 77d(4), 
77s(a)).) 


8. By amending paragraph (b)(1) of §230.148 as 
follows: 


§230.148 Persons deemed not to be underwriters of 
securities issued or sold in connection with 
bankruptcy proceedings. 


* * KK * 
ip): * * * 


(1) Volume limitation. The amount of securities sold 
for the account of such person or entity during any 
three month period shall not exceed the greater of (i) 
one percent of the sum of the number of shares or 
other units of the class issued and outstanding and 
the number of shares or units of the class reserved 
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for future issuance in respect of claims and interests 
filed and allowed under the plan, as shown by the 
most recent report or statement published by the 
issuer, or (ii) the average weekly reported volume of 
trading in such securities on all national securities 
exchanges and reported through the automated 
quotation system of a registered securities 
association during the four calendar weeks 
preceding the date of receipt of the order to execute 
the transaction by the broker or the date of execution 
of the transaction directly with a market maker, or 
(iii) the average weekly volume of trading in such 
securities reported through the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Securities Exchange Act of 1934 
(§240.11Aa3-1) during the four-week period 
specified in (ii) above. For the purpose of 
determining the limitation on the amount of 
securities sold, all securities of the same class sold 
under this rule by persons or entities acting in 
concert shall be aggregated. 


* eK OK 


(Secs., 2(11), 4(1), 4(4), 19(a), 48 Stat. 74, 77, 85; 
Secs. 201, 203, 209, 210, 48 Stat. 904, 906, 908; 
Secs. 1-4, 6, 68 Stat. 683, 684; and Sec. 12, 78 Stat. 
580, (15 U.S.C. §§77b(11), 77d(1), 77d(4), 
77s(a)).) 


V. Effects on Competition 


Section 23(a)(2) of the Act requires the 
Commission, in adopting rules under the Act, to 
consider the anticompetitive effects of such 
regulation and to balance any anticompetitive 
impact against the regulatory benefits gained in 
terms of furthering the purposes of the Act. The 
Commission has determined that the perceived 
anticompetitive effects of eliminating the 
prohibition are outweighed by the regulatory 
purposes to be achieved by the prohibition and has 
discussed in this release the competitive impact of 
the retransmission prohibition. The Commission’s 
directive under Section 11A(a) of the Act to facilitate 
the establishment of a national market system and 
its authority granted under Section 11A(c) to ensure 
prompt, accurate, reliable and fair collection, 
processing, distribution and publication of 
transaction information in a fair and useful format 
would appear to be significantly furthered by the 
elimination of the prohibition. For the reasons 
expressed in this release, the Commission finds that 
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the rules do not impose any burden on competition 
which is not necessary or appropriate in furtherance 
of the purposes of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16571/February 13, 1980 


The Commission gives notice that the national 
securities exchanges listed below have applied, 
pursuant to Section 12(f)(1)(B) of the Securities 
Exchange Act of 1934, for unlisted trading privileges 
in the following stocks that are listed on one or more 
national securities exchanges: 


Boston Stock Exchange, Inc.: 


American Stores Company, common stock, $1 Par 
Value (File No. 7-5133); 

Burns (R.L.) Corp., common stock, $.10 Par Value 
(File No. 7-5153); 

Executive Industries, Inc., common stock, $.125 
Par Value (File No. 7-5154); 

Federal Resources Corp., common stock, $.50 Par 
Value (File No. 7-5155); 

Financial Federation Inc., capital stock, $1 Par 
Value (File No. 7-5156); 

Frigitronics Inc., common stock, $.10 Par Value 
(File No. 7-5157); 

Fuqua Industries Inc., common stock, $1 Par 
Value (File No. 7-5158); 

GDV Inc., common stock, $1 Par Value (File No. 7- 
5159); 

General American Oil Co. of Texas, common stock, 
$1 Par Value (File No. 7-5160); 

General Exploration Co., common stock, $1 Par 
Value (File No. 7-5161); 

Genstar Ltd., common stock, No Par Value (File 
No. 7-5162); 

Gerber Products Co., common stock, $2.50 Par 
Value (File No. 7-5163); 

Golden West Financial Corp., common stock, $.10 
Par Value (File No. 7-5164). 
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Granger Associates, capital stock, $1 Par Value 
(File No. 7-5165); 

Great Basins Petroleum Co., common stock, $.40 
Par. Value (File No. 7-5166); 

Grow Group, Inc., common stock, $.10 Par Value 
(File No. 7-5167); 

Guardian Industries Corp., common stock, $1 Par 
Value (File No. 7-5168); 

Harrah's, common stock, $.50 Par Value (File No. 
7-5169); 

Hecla Mining Co., common stock, $.25 Par Value 
(File No. 7-5170); 

Heileman (G) Brewing Co., Inc., common stock, 
$1 Par Value (File No. 7-5171); 

House of Fabrics, Inc. (Del.), common stock, No 
Par Value (File No. 7-5172); 

Humana Inc., common stock, $.16-2/3 Par Value 
(File No. 7-5173); 

International Banknote Co., Inc., common stock, 
$1 Par Value (File No. 7-5174); 

Interstate Power Co., common stock, $3.50 Par 
Value, (File No. 7-5175); 

lowa-lIllinois Gas & Electric Co., common stock, $1 
Par Value (File No. 7-5176); 

IPCO Corp., common stock, $1 Par Value (File No. 
7-5177); 

Kaiser Steel Corp., common stock, $.66-2/3 Par 
Value (File No. 7-5178); 

Keene Corp. (N.Y.), common stock, $.10 Par Value 
(File No. 7-5179); 

Lehman Corp. (The), capital stock, $1 Par Value 
(File No. 7-5180); 

Lennar Corp., common stock, $.10 Par Value (File 
No. 7-5181); 

Macrodyne Industries, Inc., common stock, $.10 
Par Value (File No. 7-5182); 

Marshall Field & Co., common stock, $1 Par Value 
(File No. 7-5183); 

Measurex Corp., common stock, No Par Value (File 
No. 7-5184); 

Mesa Petroleum Co., common stock, $1 Par Value 
(File No. 7-5185); 

Mission Investment Trust, shares of beneficial 
interest, $1 Par Value (File No. 7-5186); 

Mitchell Energy & Development Corp., common 
stock, $.10 Par Value (File No. 7-5187); 

Narco Scientific, Inc., common stock, $1 Par 
Value (File No. 7-5188); 

New Idria, Inc., capital stock, $.50 Par Value (File 
No. 7-5189); 

Nortek, Inc., common stock, $1 Par Value (File No. 
7-5190); 

Northwest Energy Co., common stock, $1 Par 
Value (File No. 7-5191); 
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Oklahoma Natural Gas Co., common stock, No Par 
Value (File No. 7-5192); 

Pacific Lumber Co. (The), common stock, $1-1/9 
Par Value (File No. 7-5193); 

Pargas Inc., common stock, $1 Par Value (File No. 
7-5194); 

Piedmont Aviation, common stock, $1 Par Value 
(File No. 7-5195); 

Presley Companies (The), common stock, $.25 
Par Value (File No. 7-5196); 

RLC Corp., common stock, $1 Par Value (File No. 
7-5197); 

Republic Corp., common stock, $2.50 Par Value 
(File No. 7-5198); 

Royal Crown Companies Inc., common stock, $1 
Par Value (File No. 7-5200); 

Sabine Corp., common stock, No Par Value (File 
No. 7-5201); 

Seatrain Lines Inc., capital stock, $1 Par Value 
(File No. 7-5202); 

Shapell Industries Inc., common stock, $1 Par 
Value (File No. 7-5203); 

Shearson Loeb Rhoades Inc., common stock, $.10 
Par Value (File No. 7-5204); 

Southeastern Public Service Co., common stock, 
$1 Par Value (File No. 7-5206); 

Specialty Restaurants Corp., common stock, $1 
Par Value (File No. 7-5205); 

Standard-Pacific Corp., common stock, $.25 Par 
Value (File No. 7-5207); 

Sterling Corp., common stock, $.10 Par Value (File 
No. 7-5208); 

Transco Companies Inc., common stock, $.50 Par 
Value (File No. 7-5210); 

Tubos de Acero de Mexico, S.A.,, ADR’s common, 
50 Mexican Pesos Par Value (File No. 7-5211); 

Tyler Corp., common stock, $.10 Par Value (File 
No. 7-5212); 

United Foods, Inc., common stock, $1 Par Value 
(File No. 7-5213); 

Univar Corp., common stock, $.33-1/3 Par Value 
(File No. 7-5214); 

Washington Gas Light Co., common stock, No Par 
Value (File No. 7-5215); 

Westcoast Transmission Co., Ltd., common stock, 
No Par Value (File No. 7-5216); 

Wheeling-Pittsburgh Steel Corp., common stock, 
$10 Par Value (File No. 7-5217); and 

Zurn Industries, Inc., common stock, $.50 Par 
Value (File No. 7-5218). 


Cincinnati Stock Exchange: 


AMP Incorporated, common stock, No Par Value 
(File No. 7-5450); 
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Bally Manufacturing Corporation, common stock, 
$.66-2/3 Par Value (File No. 7-5451); 

Black & Decker Manufacturing Company (The), 
common stock, $.50 Par Value (File No. 7-5452); 

Fluor Corporation, common stock, $.62-1/2 Par 
Value (File No. 7-5453); > 

Hewlett-Packard Company, common stock, $1 Par 
Value (File No. 7-5454); 

Homestake Mining Company, common stock, $1 
Par Value (File No. 7-5455); 

International Flavors & Fragrances Incorporated, 
common stock, $.12-1/2 Par Value (File No. 7- 
5456); 

International Minerals & Chemical Corporation, 
common stock, $5 Par Value (File No. 7-5457); 

Johnson & Johnson, common stock, $2.50 Par 
Value (File No. 7-5458); 

Kerr-McGee Corporation, common stock, $1 Par 
Value (File No. 7-5459); 

MGIC Investment Corporation, common stock, $1 
Par Value (File No. 7-5460); 

National Semiconductor Corporation, common 
stock, $.50 Par Value (File No. 7-5461); 

Skyline Corporation, common stock, $.277 Par 
Value (File No. 7-5462); 

Squibb Corporation, common stock, $1 Par Value 
(File No. 7-5463); 

Storage Technology Corporation, common stock, 
$.10 Par Value (File No. 7-5464); 

Tandy Corporation, common stock, $1 Par Value 
(File No. 7-5465); 

Thompson (J. Walter) Company, common stock, 
$.10 Par Value (File No. 5466); 

Williams Companies, common stock, $1 Par Value 
(File No. 7-5467); 

Houston Oil & Mineral Corporation, common 
stock, $.10 Par Value (File No. 7-5468); and 

Syntex Corporation, common stock, $1 Par Value 
(File No. 7-5469). 


Midwest Stock Exchange, Inc.: 


McDonnell Douglas Corp., common stock, $1 Par 
Value (File No. 7-5219); 

TRE Corp., common stock, $1 Par Value (File No. 
7-5220); 

United Merchants & Manufacturers, Inc., 
common stock, $1 Par Value (File No. 7-5221); 

Unarco Industries, Inc., common stock, $2.50 Par 
Value (File No. 7-5222); 

Wometco Enterprises, Inc., Class A common 
stock, $1 Par Value (File No. 7-5223); 
West Point-Pepperell, Inc., common stock, $5 Par 
Value (File No. 7-5224); 

Warnaco Inc., common stock, No Par Value (File 
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No. 7-5225); 

Westcoast Transmission Co. Ltd., capital stock, No 
Par Value (File No. 7-5226); 

Advanced Micro Devices Inc. common stock, 
$.01 Par Value (File No. 7-5227); 

Allergan Pharmaceuticals, Inc., common stock, 
No Par Value (File No. 7-5228); 

American Century Mortgage Investors, Shs, Ben. 
Int., No Par Value (File No. 7-5229); 

American Heritage Life Investment Corp., 
common stock, $1 Par Value (File No. 7-5230); 

American Savings & Loan of Florida, common 
stock, $.50 Par Value (File No. 7-5231); 

Amsted Industries Inc., common stock, $1 Par 
Value (File No. 7-5232); 

Analog Devices Inc., common stock, $.16-2/3 Par 
Value (File No. 7-5233); 

Appalachian Power Company, common stock, No 
Par Value (File No. 7-5234); 

Armstrong Rubber Company, common stock, $1 
Par Value (File No. 7-5235); 

Arrow Electronics, Inc., common stock, $1 Par 
Value (File No. 7-5236); 

Aydin Corporation, common stock, $1 Par Value 
(File No. 7-5237); 

AVX Corporation, common stock, $1 Par Value 
(File No. 7-5238); 

Baldor Electric Co., common stock, $.10 Par Value 
(File No. 7-5239); 

Banner Industries, Inc., common stock, $.10 Par 
Value (File No. 7-5240); 

Barry Wright Corporation, common stock, $1 Par 
Value (File No. 7-5241); 

Barnett Banks of Florida, Inc., common stock, $2 
Par Value (File No. 7-5242); 

Bay Colony Properties Company, Shs. Ben. Int., No 
Par Value (File No. 7-5243); 

Bearings, Inc., common stock, No Par Value (File 
No. 7-5244); 

Beker Industries Corporation, common stock, $.3- 
1/3 Par Value (File No. 7-5245); 

Bell Industries, common stock, No Par Value (File 
No. 7-5246); 

Binney & Smith Inc., common stock, $2.50 Par 
Value (File No. 7-5247); 

Biscayne Federal Savings & Loan Association, 
capital shs., $.01 Par Value (File No. 7-5248); 

BT Mortgage Investors, Shs. Ben. Int., $.50 Par 
Value (File No. 7-5249); 

R. L. Burns Corporation, common stock, $.10 Par 
Value (File No. 7-5250); 

Butler International, Inc., common stock, $1 Par 
Value (File No. 7-5251); 

Cannon Mills Company, common stock, $5 Par 
Value (File No. 7-5252); 
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Cameron-Brown Investment Group, Shs. Ben. Int., 
No Par Value (File No. 7-5253); 

Carnation Company, common stock, $2 Par Value 
(File No. 7-5254); 

Cenco Incorporated, common stock, $1 Par Value 
(File No. 7-5255); 
Chelsea Industries, Inc., common stock, $1 Par 
Value (File No. 7-5256); 

Century Telephone Enterprises, Inc., common 
stock, $1 Par Value (File No. 7-5257); 

Cincinnati Bell, Inc., common stock, $25 Par 
Value (File No. 7-5258); 

Citizens & Southern Realty Investors, Shs. Ben. 
Int., $1 Par Value (File No. 7-5259); 

The Christiana Companies, Inc., common stock, 
$1 Par Value (File No. 7-5260); 

CNA Income Shares, Inc., common stock, $1 Par 
Value (File No. 7-5261); 

Coachmen Industries, Inc., common stock, No Par 
Value (File No. 7-5262); 

Comdisco, Inc., common stock, $.10 Par Value 
(File No. 7-5263); 

Computervision Corporation, common stock, $.05 
Par Value (File No. 7-5264); 

Community Psychiatric Centers, common stock, 
$1 Par Value (File No. 7-5265); 

Community Public Service Company, common 
stock, $10 Par Value (File No. 7-5266); 

Connecticut General Insurance Corporation, 
common stock, $2.50 Par Value (File No. 7-5267); 

Connecticut General Mortgage & Realty 
Investments, Shs. Ben. Int., No Par Value (File No. 7- 
5268); 

Connecticut Natural Gas Corporation, common 
stock, $6.25 Par Value (File No. 7-5269); 

Conoco, Inc., common stock, $5 Par Value (File 
No. 7-5270); 

Conwood Corporation, common stock, $8-1/3 Par 
Value (File No. 7-5271); 

Cook United, Inc., common stock, $1 Par Value 
(File No. 7-5272); 

Cooper Industries, Inc., common stock, $5 Par 
Value (File No. 7-5273); 

Corroon & Black Corporation, common stock, $.25 
Par Value (File No. 7-5274); 

CP National Corporation, common stock, $5 Par 
Value (File No. 7-5275); 

Cyclops Corporation, common stock, $1 Par Value 
(File No. 7-5276); 

Daniel Industries, Inc., common stock, $2.50 Par 
Value (File No. 7-5277); 

Datapoint Corporation, common stock, $.25 Par 
Value (File No. 7-5278); 

Data Terminal Systems, Inc., common stock, $.20 
Par Value (File No. 7-5279); 
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Deltec International Limited, ADR, $1 Par Value 
(File No. 7-5280). 

Dennison Manufacturing Company, 
stock, $5 Par Value (File No. 7-5281); 

Dial Corporation, common stock, No Par Value 
(File No. 7-5282); 

Documation Inc., common stock, $.01 Par Value 
(File No. 7-5283); 

Diversified Mortgage Investors, Inc., common 
stock, $1 Par Value (File No. 7-5284); 

Donaldson Company, Inc., common stock, $.10 
Par Value (File No. 7-5285). 

Dynamics Corporation of America, 
stock, $.10 Par Value (File No. 7-5286); 

Edwards (A. G.) & Sons, Inc., common stock, $1 
Par Value (File No. 7-5287); 

Elcor Corporation, common stock, $1 Par Value 
(File No. 7-5288); 

Equitable Life Mortgage & Realty Investors, Shs. 
Ben. Int., $1 Par Value (File No. 7-5289); 

Essex Chemical Corporation, common stock, $1 
Par Value (File No. 7-5290); 

Family Dollar Stores, Inc., common stock, $.10 Par 
Value (File No. 7-5291); 

Federal Express Corporation, common stock, $.10 
Par Value (File No. 7-5292); 

Fleming Companies, Inc., common stock, $2.50 
Par Value (File No. 7-5293); 

Filmways, Inc., common stock, $.25 Par Value 
(File No. 7-5294); 

Financial Corporation of America, common stock, 
$.50 Par Value (File No. 7-5295); 

First Union Real Estate Equity & Mortgage Inv., 
Shs. Ben. Int., $1 Par Value (File No. 7-5296); 

First Pennsylvania Mortage Trust, Shs. Ben. Int., 
$1 Par Value (File No. 7-5297); 

Foremost-McKesson, Inc., common stock, $2 Par 
Value (File No. 7-5298); 

Fotomat Corporation, common stock, $.10 Par 
Value (File No. 7-5299); 

Four-Phase Systems, Inc., common stock, $.04 
Par Value (File No. 7-5300); 

Fox-Stanley Photo Products, Inc., common stock, 
$1 Par Value (File No. 7-5301); 

Galveston-Houston Company, common stock, 
$.33-1/3 Par Value (File No. 7-5303); 

General Care Corporation, common stock, $.10 
Par Value (File No. 7-5304); 

Geosource, Inc., common stock, $1 Par Value (File 
No. 7-5305); 

GK Technologies, Inc., common stock, $1 Par 
Value (File No. 7-5306); 

GMR Properties, common stock, No Par Value (File 
No. 7-5307); 

Gray Drug Stores, Inc., common stock, $1 Par 


common 


common 
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Value (File No. 7-5308); 

Great Lakes International, Inc., common stock, No 
Par Value (File No. 7-5309); 

Great Northern Iron Ore Properties, Ctfs Ben. Int., 
No Par Value (File No. 7-5310); 

Grow Group, Inc., common stock, $.10 Par Value 
(File No. 7-5311); 

Growth Realty Companies, Shs. Ben. Int., $1 Par 
Value (File No. 7-5312); 

Guardian Industries Corporation, common stock, 
$1 Par Value (File No. 7-5313); 

Hajoca Corporation, common stock, $1 Par Value 
(File No. 7-5314); 

Hartfield Zody’s, Inc., common stock, $1 Par Value 
(File No. 7-5315); 

Heath Tecna Corporation, common stock, No Par 
Value (File No. 7-5316); 

Hoover Universal, Inc., common stock, $1 Par 
Value (File No. 7-5317); 

Hi-Shear Industries, common stock, $.10 Par 
Value (File No. 7-5318); 

Huffy Corporation, common stock, $1 Par Value 
(File No. 7-5319); 

Hubbard Real Estate Investment, Shs. Ben. Int., 
No Par Value (File No. 7-5320); 

Hudson Bay Mining & Smelting Co. Ltd., Class A 
common stock, No Par Value (File No. 7-5321); 

INA Investment Securities, Inc., common stock, 
$.10 Par Value (File No. 7-5322); 

Institutional Investors Trust, Shs. Ben. Int., No Par 
Value (File No. 7-5323); 

International Aluminum Corporation, common 
stock, $1 Par Value (File No. 7-5324); 

Jamesway Corporation, common stock, $1 Par 
Value (File No. 7-5325); 

Kaiser Steel Corporation, common stock, $.66- 
2/3 Par Value (File No. 7-5326); 

KLM Royal Dutch Airlines, common stock, 100 
Dutch Gindens (File No. 7-5327); 

Kollmorgen Corporation, common stock, $2.50 
Par Value (File No. 7-5328); 

Koger Properties, Inc., common stock, $.10 Par 
Value (File No. 7-5329); 

Keystone International Inc., common stock, $1 
Par Value (File No. 7-5330); 

Kenilworth Realty Trust, Shs. Ben. Int., $1 Par 
Value (File No. 7-5331); 

Kuhlman Corporation, common stock, $1 Par 
Value (File No. 7-5332); 

Lanier Business Products, Inc., common stock, $1 
Par Value (File No. 7-5333); 

La Quinta Motor Inns, Inc., common stock, $.10 
Par Value (File No. 7-5334); 

Lear Petroleum Corporation, common stock, $.10 
Par Value (File No. 7-5335); 
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Lee Enterprises, Inc., common stock, $2 Par Value 
(File No. 7-5336); 

Leggett & Platt, Inc., common stock, $1 Par Value 
(File No. 7-5337); 

LITCO Bancorporation of New York, Inc., common 
stock, $5 Par Value (File No. 7-5338); 

Lifemark Corporation, common stock, $.01 Par 
Value (File No. 7-5339); 

Lomas & Nettleton Mortgage Investors, Shs. Ben. 
Int., No Par Value (File No. 7-5340); 

Lowe’s Companies, Inc., common stock, $.50 Par 
Value (File No. 7-5341); 

Ludlow Corporation, common stock, No Par Value 
(File No. 7-5342); 

MacMillian Bloedel Limited, common stock, No 
Par Value (File No. 7-5343); 

Manhattan Life Corporation, common stock, $2 
Par Value (File No. 7-5344); 

Management Assistance, Inc., common stock, 
$.40 Par Value (File No. 7-5345); 

Mark Controls Corporation, common stock, $1 Par 
Value (File No. 7-5346); 

MassMutual Mortgage & Realty Investors, Shs. 
Ben. Int., No Par Value (File No. 7-5347); 

McDonough Company, common stock, $1 Par 
Value (File No. 7-5348); 

Measurex Corporation, common stock, No Par 
Value (File No. 7-5349); 

Mesa Royalty Trust, Shs. Ben. Int., No Par Value 
(File No. 7-5350); 

Medtronic, Inc., common stock, $.10 Par Value 
(File No. 7-5351); 

Memorex Corporation, common stock, $1 Par 
Value (File No. 7-5352); 

Mercantile Texas Corporation, common stock, $5 
Par Value (File No. 7-5353); 

Mesabi Trust, Ctfs. Ben. Int., No Par Value (File No. 
7-5354); 

Metro-Goldwyn-Mayer Inc., common stock, No Par 
Value (File No. 7-5355); 

Midland Mortgage Investors Trust, Shs. Ben. Int., 
No Par Value (File No. 7-5356); 

McMoRan Oil & Gas Co., common stock, $1 Par 
Value (File No. 7-5357); 

Miller-Wohl Company, Inc., common stock, $.50 
Par Value (File No. 7-5358); 

Milton Roy Company, common stock, $1 Par Value 
(File No. 7-5359); 

Minnesota Power & Light Company, common 
stock, No Par Value (File No. 7-5360); 

MONY Mortgage Investors, common stock, $.50 
Par Value (File No. 7-5361); 

Mortgage Trust of America, Shs. Ben. Int., $1 Par 
Value (File No. 7-5362); 

Napco Industries, Inc., common stock, $1 Par 
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Value (File No. 7-5363); 

National Liberty Corporation, common stock, $1 
Par Value (File No. 7-5364); 

Newell Companies, Inc., common stock, $1 Par 
Value (File No. 7-5365); 

NCNB Corporation, common stock, $2.50 Par 
Value (File No. 7-5366); 

Newcorp Inc., common stock, $1 Par Value (File 
No. 7-5367); 

Newpark Resources, common stock, $1 Par Value 
(File No. 7-5368); 

North America Mortgage Investors, Shs. Ben. Int., 
No Par Value (File No. 7-5369); 

New England Nuclear Corporation, common 
stock, $1 Par Value (File No. 7-5370); 

Northern California Savings & Loan Association, 
capital stock, No Par Value (File No. 7-5371); 

Northrop Corporation, common stock, $1 Par 
Value (File No. 7-5372); 

Orion Capital Corporation, common stock, $1 Par 
Value (File No. 7-5373); 

Outlet Company, common stock, No Par Value 
(File No. 7-5374); 

Overhead Door Corporation, common stock, $1 
Par Value (File No. 7-5375); 

Pacific Lumber Co., common stock, $1-1/9 Par 
Value (File No. 7-5376); 

Pacific Northwest Bell Telephone Company, 
common stock, $11 Par Value (File No. 7-5377); 

Pacific Scientific, common stock, $1 Par Value 
(File No. 7-5378); 

Penn Central Corp., common stock, $1 Par Value 
(File No. 7-5379); 

Pengo Industries, Inc., common stock, $.25 Par 
Value (File No. 7-5380); 

Perkin-Elmer Corporation, common stock, $1 Par 
Value (File No. 7-5381); 

Pertec Computer Corporation, common stock, 
$.10 Par Value (File No. 7-5382); 

PennCorp Financial, Inc., common stock, $.50 Par 
Value (File No. 7-5383); 

Petroleum & Resources Corporation, common 
stock, $1 Par Value (File No. 7-5384); 

PHH Group, Inc., common stock, No Par Value 
(File No. 7-5385); 

Prime Motor Inns, Inc., common stock, $.05 Par 
Value (File No. 7-5386); 

Pogo Producing Company, common stock, $1 Par 
Value (File No. 7-5387); 

Plantronics, Inc., common stock, $1 Par Value 
(File No. 7-5388); 

PNB Mortgage & Realty Investors, Shs. Ben. Int., 
$1 Par Value (File No. 7-5389); 
Prime Computer, Inc., common stock, $.0125 Par 
Value (File No. 7-5390); 
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Public Service Company of New Hampshire, 
common stock, $5 Par Value (File No. 7-5391); 

Presley Companies, common stock, $.1875 Par 
Value (File No. 7-5392); 

Puritan Fashions Corporation, common stock, $1 
Par Value (File No. 7-5393); 

RB Industries, Inc., common stock, No Par Value 
(File No. 7-5394); 

Realty ReFund Trust, Shs. Ben. Int., No Par Value 
(File No. 7-5395); 

RES Investment Corporation, common stock, 
$2.50 Par Value (File No. 7-5396); 

Republic Mortgage Investors, Shs. Ben. Int., No 
Par Value (File No. 7-5397); 

RLC Corporation, common stock, $1 Par Value 
(File No. 7-5398); 

Rolm Corporation, common stock, $.085 Par 
Value (File No. 7-5399); 

Ryan Homes, Inc., common stock, No Par Value 
(File No. 7-5400); 

Saul (B. F.) Real Estate Investment Trust, Shs. 
Ben. Int., $10 Par Value (File No. 7-5401); 

SCA Services, Inc., common stock, $1 Par Value 
(File No. 7-5402); 

Scientific-Atlanta, Inc., common stock, $.50 Par 
Value (File No. 7-5403); 

Sealed Air Corporation, common stock, $.01 Par 
Value (File No. 7-5404); 

SEAFIRST Corporation, common stock, $5 Par 
Value (File No. 7-5405); 

Security Pacific Corporation, common stock, $10 
Par Value (File No. 7-5406); 

Shaklee Corporation, common stock, No Par Value 
(File No. 7-5407); 

Shell Transport & Trading Company, Ltd., NY Shs 
for 4 Ord. Shs., 5 S Sterling (File No. 7-5408); 
Snap-on Tools Corporation, common stock, $1 Par 
Value (File No. 7-5409); 

Southwest Gas Corp., common stock, $1 Par Value 
(File No. 7-5410); 

South Atlantic Financial Corporation, common 
stock, No Par Value (File No. 7-5411); 

Spectra-Physics, Inc., capital stock, $.20 Par 
Value (File No. 7-5412); 

Southwest Airlines Company, common stock, $1 
Par Value (File No. 7-5413); 

Standard Motor Products, Inc., Class A capital 
stock, $2 Par Value (File No. 7-5414); 

Standard Pacific Corporation, common stock, 
$.25 Par Value (File No. 7-5415); 

Sta-Rite Industries, Inc., common stock, $2 Par 
Value (File No. 7-5416); 

State Mutual Investors, Shs. Ben. Int., No Par 
Value (File No. 7-5417); 

Sun Electric Corporation, common stock, $1 Par 
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Value (File No. 7-5418); 

TeleCom Corporation, common stock, $1 Par 
Value (File No. 7-5419); 
Texas Industries, Inc., common stock, $1 Par 

Value (File No. 7-5420); 

Teradyne, Inc., common stock, $1.25 Par Value 
(File No. 7-5421); 

Texfi Industries, Inc., common stock, $1 Par Value 
(File No. 7-5422); 

Thomas Industries, Inc., common stock, $1 Par 
Value (File No. 7-5423); 

Tidewater Inc., common stock, $1 Par Value (File 
No. 7-5424); 

Toys “R” Us, Inc., common stock, $1 Par Value 
(File No. 7-5425); 

Transamerica Income Shares, Inc., 
stock, $1 Par Value (File No. 7-5426); 

Toro Company, common stock, $1 Par Value (File 
No. 7-5427); 

Tokheim Corporation, common stock, $1 Par 
Value (File No. 7-5428); 

Tri-South Mortgage Investors, Shs. Ben. Int., No 
Par Value (File No. 7-5429); 

Trico Industries, Inc., common stock, $.50 Par 
Value (File No. 7-5430); 

Twin Disc, Inc., common stock, No Par Value (File 
No. 7-5431); 

Tymshare, Inc., common stock, No Par Value (File 
No. 7-5432); 

Tosco Corporation, common stock, $.15 Par Value 
(File No. 7-5433); 

UMET Trust, Shs. Ben. Int., $1 Par Value (File No. 
7-5434); 

Unilever Limited, Am. Shs. Rep. Ord. Sh. (File No. 
7-5435); 

Unilever N.V., 20 Gilder Par Ord. Shs. (File No. 7- 
5436); 

US Air, Inc., common stock, $1 Par Value (File No. 
7-5437); 

U.S. Realty Investments, Shs. Ben. Int., No Par 
Value (File No. 7-5438); 

Veeco Instruments, Inc., common stock, $1 Par 
Value (File No. 7-5439); 

Van Dorn Company, common stock, No Par Value 
(File No. 7-5440); 

Vulcan, Inc., common stock, No Par Value (File No. 
7-5441); 

Wabash, Inc., common stock, No Par Value (File 
No. 7-5442); 

Wachovia Realty Investments, Shs. Ben. Int., $1 
Par Value (File No. 7-5443); 

Walker (Hiram) Gooderham & Worts Limited, 
Class A & B common stock, No Par Value (File No. 7- 
5444); 

Wells Fargo Mortgage & Equity Trust, Shs. Ben. 


common 
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Int., No Par Value (File No. 7-5445); 

Wisconsin Power & Light Company, common 
stock, $5 Par Value (File No. 7-5446); 

Wyle Laboratories, common stock, No Par Value 
(File No. 7-5447); 

Wyly Corporation, common stock, $.10 Par Value 
(File No. 7-5448); and 

Zero Corporation, common stock, $1 Par Value 
(File No. 7-5449). 


Comments and/or requests for hearing are to be 
submitted on or before March 13, 1980. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16572/February 14, 1980 


Admin. Proc. File No. 3-5794 
In the Matter of 


ROYAL W. CARSON, JR. 
3545 N. W. 58th Street 
Oklahoma City, Oklahoma 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing a petition for review of the initial 
decision in these proceedings has expired. No such 
petition has been filed, and the Commission has not 
chosen to review the initial decision on its own 
initiative. 


Accordingly, notice is hereby given, pursuantto Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge has 
become the final decision of the Commission. The 
order contained in that decision suspending Royal 
W. Carson, Jr., from association with any broker or 
dealer for a period of four months is hereby declared 
effective as of the opening of business on March 10, 
1980.! 


George A. Fitzsimmons 
Secretary 








‘During the period of his suspension, Carson may 
retain his stock interest in and various offices with 
Royal W. Carson & Co., Inc., and may collect any 
dividends on his stock, but he may not collect any 
salary or bonus from that firm or participate in any 
way in the firm’s activities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16573/February 14, 1980 


A notice has been issued giving interested persons 
until March 13, 1980 to comment on STUDEBAKER- 
WORTINGTON, INC.’s application requesting 
withdrawal of its 9.35% Sinking Fund Debentures 
due November 15, 2003 from listing and registration 
on the New York Stock Exchange. Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16574/February 14, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC CLEARING CORPORATION (File No. 
SR-PCC-80- 1) 


Pacific Clearing Corporation submitted on February 
12, 1980, a proposed rule change, pursuant to Rule 
19b-4 under the Securities Exchange Act, changing 
the definition of “block delivery,” from securities 
having an aggregate value of $50,000 or more, to 
securities having an aggregate value of $25,000 or 
more. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
February 18, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-PCC-80-1. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITRIES EXCHANGE ACT OF 1934 
Release No. 16575/February 14, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-AMEX-79-21 


The American Stock Exchange, Inc. (“AMEX”) 
submitted on December 4, 1979, a proposed rule 
change under Rule 19b-4 to amend AMEX Rule 471 
dealing with business expansion restrictions and 
business reduction requirements. The amendment 
would allow five additional business days to 
members under certain circumstances before 
restrictions are imposed. 


Publicatioin of the submission is expected to be 
made in the Federal Register during the week of 
February 18, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-AMEX-79-21. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16576/February 14, 1980 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, PA 19103 


(SR-PHLX-80-2) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”), notice is hereby given that on February 5, 
1980, the Philadelphia Stock Exchange, Inc. (“Phx”) 
filed with the Commission copies of a proposed rule 
change which would allow a public governor on the 
Phix’s Board of Governors (“Board”) to serve partial 
or full terms totaling six years before being required 
to rotate off the Board for at least one year. The 
present requirement that a governor who has served 
three years is ineligible for election to a further term 
except after an interval of one year shall continue in 
effect, however, with respect to those governors who 
are not public governors.! It is the view of the Phlix 
Board that a longer period of service for public 
governors would enhance the knowledge and 
leadership potential of the public governors who are 
not active in the securities industry and thereby 
provide greater use of their talents. 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PhIx-80-2. 


Copies of the submission, all 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 


subsequent 





1The Phix rules provide for a total of 27 governors, of 
whom 24 are broker governors and three are public 
governors. 
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Commission and any person, other than those which 
_ may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a securities exchange, and in 
particular, the requirements of Section 6(b)(3) that 
one or more directors be representative of issuers 
and investors and not be associated with a member 
or the Exchange, broker or dealer and the rules and 
regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
order that the proposal may go into effect by 
February 20, 1980, the date on which the ballots for 
the Phix’s 1980 annual meeting are to be mailed. 


IT 1S THEREFORE ODERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16577/February 14, 1980 


NOTICE OF FILING OF AMENDMENTS TO 
PROPOSED RULE CHANGE BY THE MIDWEST 
STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-79-18 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on February 13, 1980, amendments to 
proposed rule changes previously filed under Rule 
19b-4 in response to certain recommendations of 
the Commission’s Special Study of the Options 
Markets.! 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
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February 18, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-79-18. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Cepies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16578/February 14, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-80-2 





‘Notice of filing of the proposed rule changes was 
given by publication of a Commission release 
(Securities Exchange Act Release No. 16254, 
October 5, 1979, and by publication in the Federal 
Register (44 FR 59974, October 14, 1979). 


SEC DOCKET/651 





The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on January 29, 1980, a 
proposed rule change under Rule 19b-4 to adopt a 
set of rules that would conform its present rules on 
arbitration’ to the Uniform Code of Arbitration 
(“Code”),2 which was drafted by the Securities 
Industry Conference on Arbitration (“SICA”),? and 
which provides arbitration procedures for the 
settlement of disputes arising between customers 
and broker-dealers. 


The proposal would revoke the present CBOE 
arbitration rules* and adopt the entire Code as new 
CBOE Rules 18.3-18.33. The proposal incorporates 
the simplified arbitration procedures drafted by 


SICA and adopted by the CBOE on June 23, 1978,5 
regarding small claims not exceeding $2500.° 
Additionally, the proposed rule change would apply 
to claims between members as well as to claims 
against members raised by customers and non- 
members.’ 


The purpose of the proposal is to provide investors 
with a simple and inexpensive procedure for 
resolution of their controversies with broker-dealers 
who are members of the CBOE. Further, the proposal 
anticipates that the Code will be adopted by other 
self-regulatory organizations thereby providing a 
uniform system of arbitration throughout the 
securities industry.® 





1For the CBOE current arbitration rules, see CBOE 
Rules 18.1-18.12. CBOE Manuel (CCH) paragraphs 
2512-2522, at pages 2231-2237. 


The Code was published on December 28, 1978, as 
the “Second Report of the Securities Industry 
Conference on Arbitration to the Securities and 
Exchange Commission. 


3SICA was organized on April 5, 1977, pursuant to 
the Commission's stated position that there was a 
need to implement a nationwide investor dispute 
resolution system. See Securities Exchange Act 
Release No. 12528 (June 9, 1976), 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976); 
Securities Exchange Act Release No. 13470 (April 
26, 1977), 12 SEC Docket 186 (May 10, 1977), 42 FR 
23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, 
Incorporated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the 
Municipal Securities Rulemaking Board; the 
National Association of Securities Dealers, Inc.; the 
New York Stock Exchange, Inc.; the Pacific Stock 
Exchange, Incorporated; the Philadelphia Stock 
Exchange, Inc., as well as the Securities Industry 
Association and three public representatives. 
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‘The proposal would delete or amend old CBOE 
Rules 18.2-18.12. CBOE Manual (CCH) paragraphs 
2512-2522, at pages 2231-2237. 


‘Securities Exchange Act Release No. 15390, 16 
SEC Docket 425 (December 26, 1978), 43 FR60681 
(December 28, 1978). 


6CBOE Rule 18.12. CBOE Manual (CCH) paragraph 
2522, at page 2236. 


7Proposed CBOE Rule 18.2. 


®The Code has already been adopted by the New 
York Stock Exchange, Inc. ((Securities Exchange Act 
Release No. 16290 (November 30, 1979S), 18 SEC 
Docket 1197 (December 18, 1979)); the Cincinnati 
Stock Exchange ((Securities Exchange Act Release 
No. 16472 (January 22, 1980), 45 FR 2722 (January 
14, 1980)); the American Stock Exchange, Inc. 
((Securities Exchange Act Release No. 16502 
(January 16, 1980), 19 SEC Docket 326 (January 29, 
1980), 45 FR 5863 (January 24, 1980)); and the 
Midwest Stock Exchange, Incorporated ((Securities 
Exchange Act Release No. 16503 (January 16, 
1980), 19 SEC Docket 327 (January 29, 1980), 45 FR 
5860 (January 24, 1980)). 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
February 18, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-80-2. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change which are filed 
with the Commission and any person, other than 
those which may be withheld from the public in 
accordance with the provisions of 5 U.S.C. §552, will 
be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Divisioin of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16579/February 14, 1980 


The Securities and Exchange Commission today 
granted the application of the American Stock 
Exchange, Inc. (“Amex”),' pursuant to the terms of 





1See letter dated February 5, 1980 from Paul G. 
Stevens, Vice President, Options Division, Amex, to 


Gene Carasick, Assistant Director, 
Market Regulation, 
Commission. 


Division of 
Securities and Exchange 


2See Securities Exchange Act Release No. 15026 
(August 3, 1978). 
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the voluntary moratorium on expansion of 
standardized options trading’ (“the voluntary 
moratorium”) to begin trading call options on the 
common stock of Tosco Corporation (“Tosco”) to 
replace call options on the common stock of 
Fleetwood Enterprises Inc., (“Fleetwood”) which was 
delisted involuntarily by the Amex as a result of 
Fleetwood’s failure to satisfy the listing maintenance 
standards of the Amex. The Amex intends to 
commence trading in Tosco options on February 19, 
1980. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16580/February 15, 1980 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (No Par Value) of TENNA 
CORPORATION from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16581/February 15, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE NATIONAL SECURITIES 
CLEARING CORPORATION (File No. SR-NSCC-80-3) 


National Securities Clearing Corporation (NSCC) 
submitted on February 8, 1980, a proposed rule 
change pursuant to Rule 19b-4 under the Securities 
Exchange Act, giving the Corporation the discretion 
to require settling members to provide appropriate 
staff in their offices during specified hours on non- 
clearing days. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
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appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
February 19, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-80-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16582/February 15, 1980 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the call 
option contracts of FLEETWOOD ENTERPRISES, 
INC. from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16583/February 19, 1980 


ORDER INSTITUTING PROCEEDINGS 


Public administrative proceedings have been 
ordered under Sections 15(b) and 19(h) of the 
Securities Exchange Act of 1934 against William P. 
Crum, Jr. (“Crum”), chief executive officer of a 
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registered broker-dealer (“Registrant”), and ETI 
Development Company (“ETI Development”) an 
affiliate of Registrant, both of Dunwoody, Georgia. 
The proceedings against Crum are. based upon 
allegations of willful violations of and/or willfully 
aiding and abetting violations of the Securities 
registration, antifraud, net capital, financial 
reporting, and books and records provisions of the 
federal securities laws. The proceedings against ETI 
Development are based upon violations of the 
securities registration and antifraud provisions of 
the federal securities laws. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16584/February 19, 1980 


Administrative Proceeding File No. 3-5870 
In the Matter of 


ETI INVESTMENT CORPORATION (8-17206), 
ET! CORPORATION, 

ETI RESOURCES, INC., 

ETI MANAGEMENT COMPANY, 

FRANK M. MILLER, and 

JAMES A. DAVIS 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
administrative proceedings, pursuant to Sections 
15(b) and 19(h) of the Securities Exchange Act of 
1934 (“Exchange Act”), be instituted with respect to 
ETI Investment Corporation (‘Registrant’), a 
registered broker-dealer (File No. 8-17206) and a 
member of the National Association of Securities 
Dealers, Inc.; ETI Corporation, the parent of 
Registrant; ET| Resources, Inc. (“Resources”), an 
affiliate of Registrant; ET] Management Company 
(“ETI Management”), an affiliate of Registrant; Frank 
M. Miller (“Miller”), a former officer and director of 
Registrant, and James A. Davis (“Davis”), a former 
officer of another affiliate of Registrant and sales 
representative of Registrant (hereinafter sometimes 
collectively referred to as “Respondents”. 


In connection with the administrative proceedings, 
the Respondents have submitted Offers of 
Settlement which the Commission has determined 


Volume 19, No. 9, March 4, 1980 





to accept. Solely for the purpose of these 
proceedings and any other proceedings brought by 
the Commission, the Respondents, without 
admitting or denying the findings, consent to the 


entry of an order which simultaneously institutes - 


proceedings, makes findings of fact and conclusions 
of law, and imposes sanctions as set forth below. 


Accordingly, it is ORDERED that administrative 
proceedings pursuant to Sections 15(b) and 19(h) of 
the Exchange Act be and hereby are instituted. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that: 


A. From about December, 1974 to date, Registrant, 
ETI Corporation, and Miller, and from about October, 
1976 to date, Resources, ET| Management, and 
Davis willfully violated and willfully aided and 
abetted violations of Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder and Section 17(a) of 
the Securities Act of 1933 (“Securities Act”) in the 
offer and sale of securities, namely limited 
partnership interests in oil and gas, real estate, and 
agricultural programs in that affiliates would 
purchase units not sold by a specified date, as stated 
in the offering materials, who would then 
immediately resell such units rather than hold them 
for investment as required by the terms of the 
offering; also, by failing to disclose that funds of one 
partnership were commingled with funds of other 
entities, and by failing to disclose that the funds of 
the partnerships would be used for purposes other 
than as represented, including making advances to 
affiliated entities of some of the respondents. 


B. During the period from about October, 1976 to 
date, Registrant willfully violated and ETI 
Corporation, Miller, and Davis willfully aided and 
abetted violations of Section 15(c)(2) of the 
Exchange Act and Rule 15c2-4 thereunder in that 
Registrant, aided and abetted by ET! Corporation, 
Miller, and Davis made use of the mails and means 
and instrumentalities of interstate commerce to 
effect transactions in “part or none” or “all or none” 
offerings without promptly depositing and 
maintaining investors funds in a separate bank 
account until the stated contingency had occurred. 


C. During the period from about October, 1976 to 
date, Registrant, ET!| Corporation, and Miller willfully 
violated and willfully aided and abetted violations of 
Sections 5(a) and 5(c) of the Securities Act by the 
use of the means and instruments of transportation 
and communication in interstate commerce and of 
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the mails to offer to sell and to sell unregistered 
securities, namely limited partnership interests in 
real estate and agricultural programs, for which no 
exemption from registration was available. 


D. During the period from about November, 1976 to 
about December, 1977, Registrant willfully violated, 
and ETI Corporation, and Miller willfully aided and 
abetted violations of Section 15(c)(3) of the 
Exchange Act and Rule 15c3-1 thereunder, in that 
Registrant, aided and abetted by ETI Corporation, 
and Miller, made use of the mails and means and 
instrumentalities of interstate commerce to effect 
transactions when Registrant did not have and did 
not maintain net capital of $25,000. 


E. During the period from about December, 1974 to 
date, Registrant willfully violated and ETI 
Corporation, and Miller willfully aided and abetted 
violations of Section 17(a) of the Exchange Act and 
Rule 17a-3 thereunder in that Registrant, aided and 
abetted by ETI Corporation and Miller, failed to make 
and to keep current and accurate (1) records 
reflecting all assets and liabilities, (2) records 
itemizing separately the cash and margin accounts 
of each customer, (3) records reflecting all “long” or 
“short” positions, and (4) trial balances. 


F. Registrant willfully violated and ETI Corporation 
and Miller willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rule 17a-5 
thereunder in that Registrant failed to file with the 
Commission an audited financial statement 
containing the information required by Form X-17A- 
5 for its fiscal year-end July 30, 1977. 


G. It is in the public interest to impose the sanctions 
contained in the Offers of Settlement and the 
sanctions specified inthis Order shall be effective on 
the fourth Monday following the date of this Order. 


ACCORDINGLY, it is ORDERED that: 


A. The registration of Registrant be and hereby is 
revoked; 


B. ET! Corporation be and hereby is barred from 
association with a broker-dealer or investment 
adviser; provided, however, that at the expiration of 
eighteen (18) months, ETI Corporation may apply to 
the Commission to become associated with a 
broker-dealer or investment adviser; 


C. Resources be and hereby is barred from 
association with a broker-dealer or investment 
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adviser; provided, however, that at the expiration of 
eighteen (18) months, Resources may apply to the 
Commission to become associated with a broker- 
dealer or investment adviser; 


D. ETl Management be and hereby is barred from 
association with a broker-dealer or investment 
adviser; provided, however, that at the expiration of 
eighteen (18) months, ETl Management may apply 
to the Commission to become associated with a 
broker-dealer or investment adviser; 


E. Miller be and hereby is suspended from 
association with a broker-dealer or investment 
adviser for six (6) months and thereafter barred from 
association with a broker-dealer or investment 
adviser in a proprietary or supervisory capacity; 
provided, however, that at the expiration of eighteen 
(18) months from the date of this Order, Miller may 
apply to the Commission to become associated with 
a broker-dealer or investment adviser in a 
proprietary or supervisory capacity; 


F. Davis be and hereby is suspended from 
association with a broker-dealer or investment 
adviser for thirty (30) days. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16585/February 19, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 713/February 19, 1980 


Administrative Proceeding File No. 3-5872 
In the Matter of 


HENRY M. KLAUSMAN 
d/b/a INSTITUTE FOR FINANCIAL PLANNING 


File No. 801-12795 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 
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The Commission deems it appropriate that public 
administrative proceedings, pursuant to Sections 
15(b) and 19(h) of the Securities Exchange Act of 
1934 (“Exchange Act”) and Sections 203(e) and 
203(f) of the Investment Advisers Act of 1940 
(“Advisers Act”), be instituted against Henry M. 
Klausman (“Respondent Klausman’”), d/b/a 
Institute for Financial Planning, a _ registered 
investment adviser, and a registered representative 
with a broker-dealer registered with the Commission 
and the National Association of Securities Dealers, 
Inc. 


From about September 1973 to about October 1976, 
Respondent Klausman was president and chief 
executive officer of an investment adviser registered 
with the Commission. In addition, from about 
September 1973 to about February 1977, 
Respondent Klausman was a registered 
representative of a broker-dealer registered with the 
Commission and a member of the National 
Association of Securities Dealers, Inc. 


In connection with the administrative proceedings, 
Respondent Klausman has submitted an Offer of 
Settlement which the Commission has determined 
to accept. Solely for the purpose of these 
proceedings or any other proceedings instituted by 
the Commission, Respondent Klausman, without 
admitting or denying the allegations or findings 
herein, consents to the entry of an order which 
simultaneously institutes proceedings, makes 
findings of fact and conclusions of law, and imposes 
sanctions as set forth below. 


Accordingly, it is ORDERED that administrative 
proceedings pursuant to Sections 15(b) and 19(h) of 
the Exchange Act and Sections 203(e) and 203(f) of 
the Advisers Act be and hereby are instituted. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, it is found that: 


A. During the period from about 1972 to 1974, 
Klausman willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the 
Securities Act of 1933 (“Securities Act”) in that he 
made use of the means and instruments of 
transportation and communication in interstate 
commerce and of the mails in the offer and sale of 
unregistered securities, namely limited partnership 
interest in a real estate program. 


B. During the period from about 1972 to 1974, 
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Klausman willfully violated and willfully aided and 
abetted violations of Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder and Section 17(a) of 
the Securities Act in the offer for sale and sale of 
securities, namely limited partnership interests in 
real estate programs, by misrepresenting that if a 
partnership did not acquire the property by a 
specified date, investors’ funds would be returned, 
and by failing to disclose that he had marked up the 
price of the property being acquired by the 
partnership for his personal benefit. 


C. It is in the public interest to impose the sanctions 
contained in the Offer of Settlement and the 
sanctions specified in this Order shall become 
effective on the second Monday following the date of 
this Order. 


ACCORDINGLY, it is ORDERED that: 


A. Respondent Klausman’s registration as an 
investment adviser be and hereby is suspended for 
thirty (30) days; 


B. Respondent Klausman be and hereby is 
suspended from association with a broker-dealer or 
investment adviser for thirty (30) days; 


C. Respondent Klausman comply with his 
undertaking to provide each investor in the real 
estate limited partnerships syndicated by him 
between 1972 and 1974 with a document disclosing 
therein the price at which he acquired the property 
and the price that the partnership paid to acquire the 
property; and 


D. Respondent Klausman comply with his 
undertaking that for a period of twelve (12) months, 
he will not offer for sale or otherwise participate in 
the distribution of unregistered securities offerings 
made in reliance on either Section 3(a)(11) or 
Section 4(2) of the Securities Act without obtaining 
advice of counsel regarding compliance with the 
exemption. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Volume 19, No. 9, March 4, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16586/February 19, 1980 


The Securities and Exchange Commission 
(“Commission”) has ordered the institution of public 
administrative proceedings against: (1) Verrilli, 
Altschuler, Schwartz, Inc. (“VAS”), a broker-dealer 
registered with the Commission with offices located 
in New York City, United Monetary Services, Inc. 
(“UMS”) whose offices are located in Port Jefferson, 
New York, M. Richard Verrilli (“Verrilli’”) of Trumbell, 
Connecticut, Stanley S. Altschuler (“Altschuler”) of 
New York City, Stephen Schwartz (“Schwartz”) of 
New York City, Frank J. Giuffrida (“Giuffrida”) of Port 
Jefferson, New York, Francis S. Casey (‘Casey’) of 
Wantagh, New York, Clifton J. Batson (“Batson”) of 
Tenafly, New Jersey and Joseph T. Zappala 
(“Zappala”) of Pennsville, New Jersey alleging willful 
violations and willfully aiding and abetting violations 
of Sections 5(a) and 5(c) of the Securities Act of 
1933 (“Securities Act’); (2) VAS, UMS, Verrilli, 
Altschuler, Giuffrida and Batson alleging willful 
violations and willfully aiding and abetting violations 
of Section 17(a) of the Securities Act and Section 
10(b) of the Securities Exchange Act of 1934 
(“Exchange Act”) and Rule 10b-5 thereunder; (3) 
VAS and UMS, for alleged willful violations and 
Verrilli, Altschuler, Schwartz and Giuffrida for 
willfully aiding and abetting violations of Section 
15(a)¢1) of the Exchange Act; and (4) VAS and UMS 
for alleged failure reasonably to supervise other 
persons under their supervision pursuant to Section 
15(b)(4)(E) of the Exchange Act in order to prevent 
the violations referred to above. 


The Order for Proceedings is based upon allegations 
by the staff that from in or about September, 1975 to 
August 1976, the respondents engaged in a 
distribution of unregistered securities in the form of 
notes and common stock of ATVA Enterprises, Inc., a 
New York corporation engaged in the business of 
closed circuit video advertising, with offices located 
in New York City. It was further alleged that certain of 
the respondents, in the course of the offer and sale of 
said securities, acted and conducted business as 
broker-dealers at a time when they were not 
registered with the Commission in accordance with 
Section 15(b) of the Exchange Act, and also made 
material misstatements and omissions to 
purchasers and prospective purchasers of the 
securities of ATVA. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
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Respondents an opportunity to establish any 
defenses thereto for the purpose of determining 
whether any action of a remedial nature should be 
ordered by the Commission. 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 16587/February 19, 1980 


Administrative Proceedings File No. 3-5877 
In the Matter of 
FRANCIS S. CASEY 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these administrative proceedings ordered 
pursuant to Sections 15(b) and 19(h) of the 
Securities Exchange Act of 1934 (“Exchange Act”),! 
respondent Francis S. Casey (‘Casey’) has 
submitted an Offer of Settlement which the 
Commission has determined to accept. Solely for the 
purpose of these proceedings and without admitting 
or denying the allegations contained in the Order for 
Public Proceedings, Casey has consented to the 
findings of willful violations and sanctions set forth 
below. 


On the basis of the Order for Public Proceedings and 
the Offer of Settlement submitted by Casey, it is 
found that Casey willfully violated and wilfully aided 
and abetted violations of Sections 5(a) and 5(c) of 
the Securities Act of 1933 (“Securities Act’) in 
connection with the offer and sale of securities of 
ATVA Enterprises, Inc., and that on February 17, 
1977 Casey was permanently enjoined pursuant to 
consent from further violations of Sections 5(a), 5(c) 
and 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in 
S.E.C. v. International Trade Development of Costa 
Rica, S.A., et al., 76 Civ. 2229 (S.D. Fla.), as alleged in 
the order for Public Proceedings. 





‘In the Matter of Verilli, Altschuler, Schwartz, Inc., et 
al., Administrative Proceeding File No. 3-5877 
(February 13, 1978). 
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In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement submitted by Casey. 


Accordingly, IT |S ORDERED that effective as of the 
second Monday following the date of this Order: 


(1) Casey is suspended from association with any 
broker or dealer, investment company, investment 
adviser or municipal securities dealer, for a period of 
12 months except that he may continue to sell 
mutual funds provided that such sales are made 
under the supervision of a registered broker-dealer; 
and 


(2) Casey is barred from association with any broker 
or dealer, investment company, investment adviser 
or municipal securities dealer in any proprietary, 
executive, managerial or supervisory capacity 
provided that one year after the commencement of 
this sanction he may apply to the Commission for 
association in such capacities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16588/February 19, 1980 


In the Matter of 


ELLIOT S. BLAIR 
445 Park Avenue 
New York, New York 10022 


ORDER GRANTING REINSTATEMENT TO APPEAR 
AND PRACTICE BEFORE THE COMMISSION IN 
ACCORDANCE WITH RULE 2(e) OF THE 
COMMISSION’S RULES OF PRACTICE 


By order dated October 12, 1971, the Commission 
instituted a private proceeding pursuant to Rule 2(e) 
of the Commission’s Rules of Practice against 
respondent, Elliot S. Blair, an attorney. By order 
dated July 10, 1972, the Commission accepted 
respondent's stipulation of facts entered solely for 
the purpose of the proceedings, and his offer of 
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settlement in which he agreed to resign from 
appearing or practicing before the Commission at 
any time. Respondent now has applied to the 
Commission for reinstatement to appear and 
practice before the Commission and has 
represented that all securities matters with which he 
may become involved will be subject to the direction 
of the partners of his firm and of experienced 
securities counsel. 


As no information has come to the attention of the 
Commission that would appear to be a basis for 
adverse action against Mr. Blair pursuant to Rule 
2(e) of the Commission’s Rules of Practice, and 
based upon his representation, it is accordingly 
ordered that: 


As of the date of this Order, Elliot S. Blair may appear 
and practice before the Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16589/February 19, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6189/February 19, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16590/February 19, 1980 


Dissemination And Display Of Transaction Reports, 
Last Sale Data And Quotation Information 


ACTION: Final rule. 


SUMMARY: The Commission adopts a rule 
establishing minimum requirements governing the 
manner in which transaction, quotation and market 
information is displayed by vendors of securities 
information and which prohibits any broker or dealer 
from operating or maintaining any display of 
transaction, quotation or market information which 
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a vendor would be prohibited from operating or 
maintaining. 


EFFECTIVE DATE: April 5, 1980. 


FOR FURTHER INFORMATION CONTACT: Bruce 
Beatt, Division of Market Regulation, Securities and 
Exchange Commission, Room 390, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 272- 
2883. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission announced today the 
adoption of Rule 11Acl-2' under the Securities 
Exchange Act of 1934 (“Act”).2 Rule 11Ac1-2 is 
designed to improve the manner in which vendors? 
display price and volume information with respect to 
completed transactions in reported securities’ 
(“transaction information”) and bids, offers and 
quotation sizes (“quotation information”) in 
reported and other securities. Rule 11Ac1-2 
achieves this goal by establishing certain minimum 
display requirements governing the manner in 
which vendors display transaction and quotation 
information. Certain of these requirements are 
currently contained in Rule 17a-15 under the Act, 
the Commission's rule governing the collection, 
processing and dissemination of transaction 





117 CFR §240.11Ac1-2. 


215 U.S.C. §§78a et seqg., as amended by the 
Securities Acts Amendments of 1975, Pub. L. No. 
94-29 (June 4, 1975), 89 Stat. 97, [1975] U.S. Code 
Cong. & Ad. News 97 (“1975 Amendments”). 


3Rule 11Ac1-2(a)(2) provides that the term “vendor” 
shall mean any securities information processor 
engaged in the business of disseminating 
transaction reports, last sale data or quotation 
information with respect to subject securities to 
brokers, dealers or investors on a real-time or other 
current and continuing basis, whether through an 
electronic communications network, moving ticker 
or interrogation device. 


‘Rule 11Ac1l-2(a)(20) provides that the term 
“reported security” shall mean any security or class 
of securities for which transaction reports are 
collected, processed and made available pursuant 
to an effective transaction reporting plan. 
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information in listed securities.° In addition, Rule 
11Ac1-2 imposes further requirements specifying 
the manner in which vendors must display 
transaction and quotation information. In particular, 
the Rule requires that (i) transaction reports or last 
sale data with respect to reported securities 
displayed on a continuous moving ticker display 
(“moving ticker’)® either be reported without 
identification as to the market place of execution or 
include market identifiers, on a non-discriminatory 
basis, for all transaction reports with respect to a 
reported security (or an identifiable subset of all 
transaction reports for such security) from all 





5Simultaneously with the adoption of this Rule, the 
Commission is adopting amendments to Rule 17a- 
15, 17 CFR §240.17a-15, which, among other things, 
redesignates that rule as Rule 11Aa3-1 and deletes 
these display requirements from that rule. See 
Securities Exchange Act Release No. 16589 
(February 19, 1980), (“Rule 11Aa3-1 Release”), 45 
FR 


®Rule 11Ac1-2(a)(1) provides that the term “moving 
ticker” shall have the meaning provided in Rule 
11Aa3-1. Rule 11Aa3-1(a)(10) defines that term to 
“mean any continuous real-time moving display of 
transaction reports or last sale data (other than a 
market minder) provided on an interrogation or 
other display device.” 


7Rule 11Ac1-2(a)(1) provides that the term 
“interrogation device” shall have the meaning 
provided in Rule 11Aa3-1. Rule 11Aa3-1(a)(9) 
defines that term to mean “any securities 
information retrieval system capable of displaying 
transaction reports or last sale data, upon inquiry, or 
on a Current basis on a terminal or other device.” 


SRule 11Ac1-2(a)(16) defines the term “quotation 
montage” to mean, “with respect to a particular 
subject security, a display on an interrogation device 


which disseminates simultaneously, includes 
quotations in that security from all reporting market 
centers.” 


%See Section 11A(c)(1)(B) of the Act, 15 U.S.C. 
§78k-1(c)(1)(B). 


0See SEC, Future Structure of the Securities Markets 
at 6-7, (February 2, 1972), 37 FR 5286, 5287. 


See Securities Exchange Act Release No. 9850 
(November 8, 1972), 37 FR 24172. 
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reporting market centers in that security; (ii) 
transaction reports with respect to reported 
securities displayed on a securities information 
retrieval device (“interrogation device’”)’ identify, on 
a non-discriminatory basis, the market place of 
execution; (iii) consolidated displays of transaction 
and quotation information with respect to reported 
securities available on interrogation devices be 
retrievable in response either to an inquiry 
consisting of fewer keystrokes than the inquiry used 
to retrieve individual market transaction and 
quotation information or to an inquiry consisting of 
the same number of key strokes as the inquiry used 
to retrieve individual market transaction and 
quotation information, provided that the information 
request or transmit key for recalling displays of 
consolidated transaction and quotation information 
is the more prominent; (iv) consolidated displays of 
transaction information with respect to reported 
securities available on interrogation devices contain 
(with a limited exception) all categories of market 
information included on any display of individual 
market transaction information; (v) vendors 
displaying quotation information with respect to 
reported securities and certain other securities on 
interrogation devices must display, at a minimum, a 
consolidated best bid and offer derived from 
quotations from all reporting market centers or a 
separate quotation montage;*® and (vi) no vendor 
may provide any “representative” bid or offer with 
respect to reported securities and certain other 
securities. 


1. INTRODUCTION 
A. Background 


Nationwide disclosure of market information, 
including transaction and quotation information, in 
a fair and useful form, has been an essential aspect 
of the Commission’s efforts to facilitate the 
establishment of a national market system.? Such 
disclosure is necessary to assure the efficient 
pricing of securities, to maximize the depth and 
liquidity of the securities markets and to provide 
investors with the opportunity to receive the best 
possible execution of their orders.'° As the first step 
in instituting a system for disclosure of transaction 
information, the Commission, in 1972, adopted Rule 
17a-15.!! That rule requires every national securities 
exchange (‘‘exchange’’) and association 
(“association”) and every broker-dealer not a 
member of an exchange or association to file with 
the Commission a plan providing for the collection, 
processing and dissemination of transaction reports 
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in securities listed or admitted to unlisted trading 
privileges on an exchange.'? On May 10, 1974, the 
Commission approved a joint industry plan (“CTA 
Plan”) filed by various exchanges and the National 
Association of Securities Dealers, Inc. (“NASD”) 
pursuant to Rule 17a-15 which provided for the 
creation of a consolidated transaction reporting 
system (‘consolidated transaction reporting 
system”)? and, on April 30, 1976, that system 
became fully operational.'* 


Subsequently, on January 26, 1978, the 
Commission took steps to ensure the nationwide 
disclosure of quotation information by adopting Rule 
11Acl1-1 under the Act,* which requires that every 
exchange and association establish and maintain 
procedures to collect, process and make available to 
vendors quotations, including size, in all reported 
securities, and that every “responsible broker or 
dealer” communicate promptly to his exchange or 
association his quotation, including size. In addition, 
the rule requires that every responsible broker or 
dealer be obligated to execute any order presented 
to him at a price which is no worse than his or her 
published bid or offer up to the size displayed. In 
order to implement Rule 11Acl1-1, various 
exchanges filed a joint plan (“CQ Plan”) to create a 


consolidated quotation system (“consolidated 
quotation system”), and, on July 26, 1978, the 
Commission approved that plan on a temporary 
basis.!® 


Currently, several vendors disseminate transaction 
and quotation information received through the 
consolidated transaction reporting and quotation 
systems without, for the most part, any Commission 
regulation. The Commission has preferred and still 
would prefer to let competitive forces dictate the 
manner in which market information is displayed. 
However, the Commission has determined that it 
must take regulatory action to rectify deficiencies in 
the manner in which vendors operate their market 
information systems. On January 26, 1978, the 
Commission issued a statement on the development 
of a national market system (‘‘January 
Statement”),!” in which it indicated that, despite the 
success of the consolidated transaction reporting 
system, refinements in that system would be 
necessary to improve the way in which transaction 
information is distributed and recalled for display 
and in order to ensure that the system operates and 
is used in ways fully consistent with the purposes 
and objectives of a national market system.'® 
Similarly, since the implementation of the 





12See Rule 17a-15(a). 


13See Securities Exchange Act Release No. 10787 
(May 10, 1974), 39 FR 17799. 


14See Securities Exchange Act Release No. 15250 at 
4-7, (October 20, 1978) (“Rule 11Aa3-1 Proposal 
Release”), 43 FR 50606, 50606-07. For a complete 
description of the CTA Plan, see id. at33n.63,43 FR 
at 50611 n. 63. 


18See Securities Exchange Act Release No. 14415 
(January 26, 1978) (“Rule 11Ac1-1 Release”), 43 FR 
4342. 


16See Securities Exchange Act Release No. 15009 
(July 28, 1978) (“Initial CQ Plan Release”), 43 FR 
3485. The CQ Plan was initially approved for a 120 
day period on a conditional basis (id.), which 
conditional approval was subsequently extended for 
an additional year. See Securities Exchange Act 
Release No. 15511 (January 24, 1979), 44 FR 6230. 
Recently, the Commission approved, on a 
permanent basis, the CQ Plan. See, Securities 
Exchange Act Release No. 16518 (January 22, 
1980), 45 FR6521. Forasummary description of the 
CQ Plan, see Initial CQ Plan Release, at 3-15, 43 FR 
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3485. Currently, all self-regulatory organizations 


collecting quotation information disseminate 
quotation information pursuant to the CQ Plan. 


17See Securities Exchange Act Release No. 14416 
(January 26, 1978), 43 FR 4354. 


18/qd. at 41-42, 43 FR at 4360. The January Statement 
further noted that 


[o]f particular concern to the Commission is the 
manner in which vendors currently provide for the 
recall of [transaction] information retrieval display 
devices. These vendors now permit information 
from the primary market by input of the letter (or 
combination of letters) used to identify the particular 
security involved in the consolidated system (the 
“consolidated system symbol”) followed by 
depression of an information request key. In most 
cases, entry of additional letters or symbols (plus 
depression of the information request key) is 
required in order to recall consolidated [transaction 
information] from any particular market other than 
the primary market. 


Id. at 41-42, 43 FR at 4360. 
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consolidated quotation system, the Commission has 
observed that some aspects of quotation 
information display may also be inconsistent with 
the purposes of the Act, including the objectives of a 
national market system. Initially, the Commission 
and its staff sought to correct these deficiencies by 
requesting that vendors voluntarily modify their 
procedures for recall of consolidated transaction 
and quotation information and the content of those 
information displays.'? However, some vendors 
refused to make those modifications absent the 
imposition of mandatory industrywide criteria. 
Accordingly, in order to assure that market 
information for reported securities is displayed in a 
proper manner, the Commission proposed Rule 
11Ac1-2.7° 


In formulating proposals designed to improve the 
manner in which quotation information for reported 
securities is displayed, the Commission also 
addressed the manner in which quotations in 
securities traded primarily over-the-counter are 


displayed.?! Currently, the only person collecting 
and disseminating those quotations is NASDAQ, 
Inc., a subsidiary of the NASD. NASDAQ offers three 
types of quotation information services: “Level 1,” 
“Level 2,” and “Level 3.”*? Level 1 service, which 
generally displays only a single,?°> two-sided 
quotation (i.e., a bid and an offer) for each security 
authorized for inclusion in the NASDAQ system, is 
the service most broker-dealer firms provide to their 
registered representatives.** The two-sided 
quotation appearing on a Level 1 service display is 
not the “inside” market for a particular security but 
rather is the “representative” bid price (which is the 
median of all bids entered into the NASDAQ system 
by registered NASDAQ market makers) and the 
“representative” offer price (which is the 
representative bid plus the median spread between 
the bid and asked prices so entered) for the 
particular security (“RBA”). Because, by and large, 
individual investors deal solely with registered 
representatives, most investors are exclusively 
aware of bids and offers appearing on the Level 1 





19At the time that Rule 11Acl1-1 was adopted, the 
Commission considered mandating the manner in 
which vendors displayed that information. In 
determining to defer such requirements, the 
Commission attempted to advise vendors of the 
minimum display requirements which it then felt 
were necessary to avoid creating similar 
deficiencies in the displays of quotation information 
as were present in displays of transaction 
information. Thus, the Rule 11Acl-1 Release 
indicated that the Commission expected 


that quotations will be displayed on a non- 
discriminatory basis (i.e., from all market centers) 
and that access to composite quotations will be 
provided in a manner which will allow recall of these 
quotations as readily as quotations from a single 
market. For example, if the consolidated system 
stock symbol and a single request key are utilized to 
obtain quotations from a particular market center, 
consolidated quotations must be available by use of 
the consolidated symbol and a single request key. In 
addition to the display of quotations and quotation 
sizes based upon information from all market 
centers, the Commission expects that vendors will 
also indicate to users when these quotations are not 
firm due to the Unusual Market Exception. 


Rule 11Ac1-1 Release, supra note 15, at 38n. 48, 43 
FR at 4347 n. 48. 
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For a.summary of other Commission efforts at 
convincing vendors to modify voluntarily their 
market information systems to conform to the 
purposes and objectives of a national market 
system, see Securities Exchange Act Release No. 
15251 (October 20, 1978), at 8-9, (“Rule 11Ac1-2 
Proposal Release”), 43 FR 50615, 50616. 


29 fd. 
21See proposed Rule 11Ac1-2(c)(v). 


22Level 1 service is supplied to subscribers through 
interrogation devices available from other vendors. 
Level 2 and 3 services are supplied to subscribers on 
NASDAQ cathode ray tube devices. 


23Certain broker-dealers supplement the Level 1 
service by displaying their own quotations. 


Other than Level 1, only the Level 2 service is 
available for general use. Level 2 displays, with 
respect to each security quoted in the NASDAQ 
system, a montage of the bid and offer prices of each 
registered market maker who enters quotations for 
security into the NASDAQ system. Level 3 service, 
which is available only to registered market makers, 
displays the same information as Level 2 and also 
permits market makers to enter their quotations. 
See NASD Manual-By Laws, Schedule D at para. 
1653A. 
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display. The Commission has been concerned that 
the display of “representative” quotations is 
misleading to investors and could give rise to 
opportunities for overreaching of customers by 
broker-dealers. Accordingly, the Commission 
included in proposed Rule 11Ac1l-2 a provision 
requiring the display of the “inside’ NASDAQ 





>See proposed Rule 11Ac1-2(a)(2). At present the 
only such interdealer quotation system is NASDAQ. 
See text accompanying notes 21-24, supra. 


26See proposed Rule 11Ac-2(a)(12). 


27Rule 11Ac1-2, as adopted, also excepts any display 
of transaction reports, last sale data, quotation 
information or market information operated or 
maintained by a self-regulatory organization solely 
for monitoring or surveillance purposes, Rule 
11Ac1-2(f)(2). 


?8See proposed Rule 11Ac1-2(e). 


29Specifically, the proposal would have retained 
various interpretations of Rule 17a-15 taken by the 
Commission in a release in 1975. See Securities 
Exchange Act Release No. 11317 at 6 (March 28, 
1975), 40 FR 15461, 15463. The proposal would 
have required that no moving ticker display exclude 
transaction information on the basis of the market of 
execution. In addition, the proposal would have 
continued to require that any vendor providing a 
display on an interrogation device of transaction 
information with respect to a particular reported 
security also display on that device a consolidated 
display of transaction information with respect to 
that security, including the most recent transaction 
information for that security reported by any market 
center pursuant to an effective transaction reporting 
plan as well as the volume of that transaction 
information or the, cumulative volume of all 
transaction information for that security reported by 
any market center pursuant to an effective 
transaction report plan. See proposed Rule 
11Ac1-2(b)(2)(i) and (iv). Rule 11Ac1-2, as adopted, 
incorporates all of these requirements. 


3°See proposed Rule 11Ac1-2(b)(2)(i). 
31S$ee proposed Rule 11Ac1-2(b)(2)(ii). 
32See proposed Rule 11Ac1-2(b)(2)(V). 
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quotation on Level 1 displays and prohibiting the 
display of representative quotations. 


B. Description of Proposed Rule 11Ac1-2 


Proposed Rule 11Ac1-2, as published for comment, 
set forth comprehensive requirements with respect 
to the display of transaction information in reported 
securities and of quotation information in reported 
securities as weil as any other equity security as to 
which transaction reports, last sale data or quotation 
information is disseminated through an electronic 


-interdealer quotation system owned and operated, 


directly or indirectly, by an association (collectively, 
“subject securities”).*° The Rule, as proposed, would 
have applied to the display of market information by 
any vendor’ with the limited exception that market 
information disseminated on the floor of an 
exchange would not be regulated by Rule 11Ac1i-2, 
thereby permitting an exchange to make available to 
its members market information for trading and 
surveillance purposes which would otherwise be 
precluded by the Rule.?’ The proposal also would 
have prohibited any broker or dealer from operating 
or maintaining any display of market information 
which a vendor would be precluded from making 
available.*8 


1. Transaction Information 


With respect to the display of transaction 
information, the proposal included certain display 
requirements that were then contained in Rule 17a- 
15.29 The rule proposal also addressed the retrieval 
procedures used by vendors. The proposal would 
have required that consolidated transaction 
information provided on an interrogation device be 
retrievable either by an inquiry consisting of fewer 
key strokes than is necessary to retrieve individual 
market transaction information or by a retrieval 
procedure involving the same number of key strokes 
and employing a more prominent information 
request or transmit key to retrieve the display 
of consolidated transaction information.°*° 
Moremove, proposed Rule 11Acl-2 would have 
required that all individual market center displays 
be retrievable in response to inquiries consisting cf 
the same number of key strokes.*' The rule proposal 
also would have required that vendors provide, ona 
consolidated basis, the same categories of 
information on their consolidated displays of 
transaction information as they provide on their 
individual market displays of transaction 
information,**? and that any vendor providing a 
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market minder?’ of transaction information for an 
individual market also provide a market minder 
service of consolidated transaction information.” 
Finally, the proposal would have precluded vendors 
from identifying the market of execution associated 
with transaction information available on either 
moving tickers or on an interrogation device with 
respect to the display of consolidated transaction 
information.*° 


2. Quotation Information 


With respect to the display of quotation information, 
the proposed rule set forth certain minimum display 
requirements designed to assure the dissemination 
of bids, offers, quotation sizes and aggregate sizes in 
subject securities. The rule would have required that 
any vendor which provides quotation information on 
an individual market basis with respect to a 
particular security must also provide a display ofthe 
highest bid and the lowest offer prices from all 





Rule 11Aa3-1(a)(11) defines the term “market 
minder” to “mean any service provided by a vendor 
on an interrogation device or other display which (i) 
permits real-time monitoring, on a dynamic basis, of 
transaction reports or last sale data with respect toa 
particular security, and (ii) displays the most recent 
transaction report or last sale data with respect to 
that security until such report or data has been 
superceded or supplemented by the display of a new 
transaction report or last sale data reflecting the next 
reported transaction in that security.” 


See proposed Rule 11Ac1-2(b)(2)(iii). 

“See proposed Rule 11Ac1-2(c). 

*°See proposed Rule 11Ac1-2(c)(2)(i). 

‘See proposed Rule 11Ac1-2(c)(2)(ii). 

**®Rule 11Acl-2(a)(7) provides that the term 
“aggregate quotation size’ has the meaning 
provided in Rule 11Ac-1(a)(12). 

**See proposed Rule 11Ac1l-2(c)(2)(i). 


“See proposed Rule 11Ac1-2(a)(15)(i). 


*\See Rule 11Ac1-2 Proposal Release, supra note 19, 
at 35-36, 43 FR at 50620-21. 


*“See proposed Rule 11Ac1-2(c)(2)(ii). 
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reporting market centers (“consolidated quotation”) 
with respect to that security.*® The proposal also set 
forth key stroke access requirements identical to 
those imposed for transaction information.*’ In 
addition, the proposal would have required (i) that 
the consolidated quotation display include an 
identifier indicating the market center responsible 
for the best bid and best offer, and (ii) that any 
display of quotation information with respect to 
reported securities include the quotation size or 
aggregate quotation size** associated with any 
displayed bid or offer.*? 


The rule proposal set forth two alternative formulas 
for determining the best bid or offer for reported 
securities.*° Both formulas required the use of price 
as the first factor for determining the best bid or 
offer, i.e., the best bid would be the bid which is 
highest in price and the best offer would be the offer 
which is lowest in price. However, the proposed 
formulas differed on the manner of selecting 
between two or more bids or offers at identical 
prices. One formula would have required selection of 
the best bid or offer first on the basis of time (i.e., as 
between bids or offers at the same price the bid or 
offer received earliest in time by the vendor would be 
the best), then on the basis of size (i.e., as between 
two bids or offers received simultaneously the bid or 
offer with the largest quotation size or aggregate 
quotation size would be the best). The other formula 
would rank bids or offers at identical prices first by 
size and then, as between bids or offers at identical 
prices with identical sizes, on the basis of time. The 
Commission indicated in the Rule 11Ac1-2 Proposal 
Release that it contemplated specifying in the Rule 
which of these formulas should be used, but 
solicited comment regarding the advisability of 
giving vendors the discretion to display the 
consolidated quotation in either fashion." 


The rule proposal also would have permitted 
vendors to display quotation information (including 
size) with respect to individual market centers on 
their interrogation devices either upon separate 
inquiry (provided that inquiry access routines for all 
market centers contain an equal number of key 
strokes) or in a montage.** If a vendor provided a 
quotation montage, the proposed rule would have 
required that the montage state separately the 
quotation of every market center except, in the case 
of a montage of quotations with respect to a reported 
security, the rule would have permitted all third 
market maker quotations to be condensed into a 
best third market bid with size and a best third 
market offer with size, each identified by the 
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particular third market maker responsible for the bid 
or offer.*? 


Finally, the rule proposal would have precluded any 
vendor from displaying with respect to a subject 
security any bid or offer which is, or is derived from, 
the mean, median, mode, or weighted average of two 
or more bids or offers, or which is calculated by 
adding to or subracting from an actual bid or offer a 
commission, commission equivalent, markup, or 
differential.” 


3. Joint Display of Transaction and Quotation 
Information 


Although the rule proposal specified separate 
minimum display requirements for transaction and 
quotation information, it permitted*® a vendor to 
combine the consolidated transaction and quotation 
displays available on an interrogation device.*® 
Moreover, if a vendor were to provide both the most 


recent transaction information and quotation for a 
security from a particular market center in a single 
display, paragraph (b)(2)(v) of the rule proposal 
would have required that vendor to combine the 
consolidated transaction information and quotation 
display with respect to that security. The proposal 
did not expressly prohibit a vendor from combining, 
on a single display, consolidated and individual 
market center infromation; however, displays 
combining individual and consolidated transaction 
or quotation information would have been precluded 
by the provisions of the proposed rule which would 
have required that consolidated market information 
be accessed by a simpler inquiry sequence than is 
necessary to retrieve individual market 
informatioin.*’ 


ll. DISCUSSION 


In response to its proposal of Rule 11Ac1-2, the 
Commission received comments from 21 persons,*® 





43See proposed Rule 11Ac1-2(c)(2)(iii). 


“4See proposed Rule 11Ac1-2(a)(19) which defines 
the term “representative bid or offer.” 


“SSee proposed Rule 11Ac1-2(d). 


*6See proposed Rule 11Ac1-2(b)(2)(V). 


“7See proposed Rule 11Ac1-2(b)(2)(i) and (c)(2)(i). 


*8See Comments of Bunker Ramo Corporation 
(“Bunker Ramo”), dated December 15, 1979 
(‘Bunker Ramo Letter”); letter from Lawrence Entel, 
Assistant General Counsel, Reuters Limited 
(“Reuters”), to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission (“SEC”), 
dated December 21, 1979 (“Reuters Letter”); letter 
from Richard B. Walbert, President, Midwest Stock 
Exchange, Inc. (“MSE”), to Harold M. Williams, 
Chairman, SEC, dated November 24, 1978 (“MSE 
Letter’); letter from Nicholas A. Giordano, Executive 
Vice-President, Philadelphia Stock Exchange, Inc. 
(“Phix”), to George A. Fitzsimmons, Secretary, SEC, 
dated December 13, 1978 (“‘PhIx Letter”); letter from 
Joseph S. Dimartino, Chairman, Institutional 
Traders Advisory Committee (“ITAC”), to George A. 
Fitzsimmons, Secretary, SEC, dated December 14, 
1978 (“ITAC Letter’); letter from Joseph W. Sullivan, 
President, Chicago Board Options Exchange, Inc. 
(“CBOE”), to George A. Fitzsimmons, Secretary, SEC, 
dated December 14, 1978 (“CBOE Letter’); letter 
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from James E. Dowd, President, Boston Stock 
Exchange, Inc. (“BSE”), to George A. Fitzsimmons, 
Secretary, SEC, dated December 15, 1978 (“BSE 
Letter’); letter from James E. Buck, Secretary, 
New York Stock Exchange, Inc. (“NYSE”), to George 
A. Fitzsimmons, Secretary, SEC, dated January 12, 
1979 (‘NYSE Letter’); letter from Charles J. Henry, 
President, Pacific Stock Exchange, Inc. (“PSE”), to 
George A. Fitzsimmons, Secretary, SEC, dated June 
29, 1979 (“PSE Letter”); letter from Nicholas A. 
Giordano, Chairman, Operating Committee, 
Intermarket Trading System (“ITS”) (“ITS Operating 
Committee’) to George A. Fitzsimmons, Secretary, 
SEC, dated January 22, 1979 (“ITS Letter’); letter 
from Jerome M. Pustilnik, Chairman, Insititutional 
Networks Corporation (“Instinet’), to George A. 
Fitzsimmons, Secretary, SEC, dated December 28, 
1978 (‘“Instinet Letter’); letter from D.H. Bodell, 
Financial Services Division, GTE Information 
Systems Incorporated (“GTE”), to George A. 
Fitzsimmons, Secretary, SEC, dated December 28, 
1978 (“GTE Letter’); letter from Robert M. Steinberg, 
Executive Vice President, Quotron Systems, Inc. 
(“Quotron”) to George A. Fitzsimmons, Secretary, 
SEC, dated December 19, 1978 (“Quotron Letter’); 
letter from William A. Schreyer, President, Merrill 
Lynch, Pierce, Fenner & Smith, Inc. (“Merrill 
Lynch”), to George A. Fitzsimmons, Secretary, SEC, 
dated December 5, 1978 (“1978 Merrill Lynch 
Letter”); letter from William O. Sellers, Vice 
President, Merrill Lynch & Co., to Andrew M. Klein, 
Director, Division of Market Regulation, SEC, dated 
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including five vendors,*? seven self-regulatory 
organizations”, and four broker-dealer firms.°! Most 
commentators, other than vendors, endorsed the 
general concept of a vendor dispiay rule. The MSE 
indicated that they found the proposal to be “a 
carefully considered, appropriately measured and 
extremely important regulatory initiative to assure 
the accurate and fair publication of transactions in 
national market system securities.”°*? The Phix 
commended the Commission's efforts to resolve the 
anti-competitive effects of the current methods used 
by vendors to disseminate and display market 
information.°> The CBOE also supported the 
proposed rule, indicating that it believed that a 
critical element of any national market system for 
stocks or aptions must be the availability of a means 
to access market information from all markets in a 
simple and nondiscriminatory fashion although it 
suggested that identical restrictions would not 
necessarily be applicable to standardized options.” 
Finally, the BSE was of the opinion that “the current 
state of the art in dissemination of market 
information” was clearly anticompetitive and “that 
improvement is urgently required and long 
overdue.’ 


However, four of the five vendors commenting on 
Rule 11Ac1-2, disapproved of the general concept of 


the Rule. Those commentators questioned the 
justification for and methodology of portions of the 
proposed rule, indicating that the release failed to 
establish that the secondary markets are at a 
competitive. disadvantage vis-a-vis the primary 
markets or that such a disadvantage, if established, 
was a result of vendors’ display techniques.*® 


Several vendors also argued that vendor display 
systems were designed to appeal to the users of 
those systems, and that the proposed standards 
would not only cause unwarranted expense and 
stifle further innovations by vendors but would also 
create systems which were less efficient to 
subscribers.*’ Specifically, Reuters stated that: “[I]f 
restricted technical controls are imposed, the field 
of securities information communications would no 
longer be a fertile one for innovation and 
technological advance.’”® In addition, Reuters 
insisted that the significant expense involved in 
complying with the programming and systems 
Changes contemplated by the rule would seriously 
hamper, if not entirely foreclose, Reuters’ entry into 
the industry.°? After careful consideration of these 
comments, and in particular the issues discussed 
below, the Commission has determined to adopt the 
rule in revised form. 





January 29, 1979 (“1979 Merrill Lynch Letter’); 
letter from Edward |. O’Brien, President, Securities 
Industry Association (“SIA”), to George A. 
Fitzsimmons, Secretary, SEC, dated January 12, 
1979 (“SIA Letter’); letter from Gordon S. Macklin, 
President, NASD, to George A. Fitzsimmons, 
Secretary, SEC, dated December 6, 1978 (“NASD 
Letter’); letter from Lewis N. Dembitz, to George A. 
Fitzsimmons, Secretary, SEC, dated November 16, 
1978 (“Dembitz Letter’); letter from H.C. Piper, Jr., 
President, Piper, Jaffray & Hopwood, Inc. (“Piper”), 
_ to George A. Fitzsimmons, Secretary, SEC, dated 
November 12, 1978 (“Piper Letter’); letter from 
Raymond B. Garcia, Daine, Kalman & Quail (“DKQ”), 
to George A. Fitzsimmons, Secretary, SEC, dated 
January 12, 1979 (“DKQ Letter”); letter from Boyd L. 
Jeffries, President, Jeffries & Company, Inc. 
(“Jeffries”), to George A. Fitzsimmons, Secretary, 
SEC, dated December 13, 1978 (“Jeffries Letter”); 
and letter from Fred Zimmerman, III, Vice-President 
and Trust Officer, Republic National Bank of Dallas 
(“Republic”), to George A. Fitzsimmons, Secretary, 
SEC, dated December 13, 1978 (“Republic Letter’). 
These letters are contained in File No. S7-759. 
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““Bunker Ramo, GTE, Instinet, Quotron and Reuters. 
5°BSE, CBOE, MSE, NASD, NYSE, Phix and PSE. 
5IDKQ, Jeffries, Merrill Lynch, and Piper. 

5¢MSE Letter, supra note 48, at 56. 

°3PhIx Letter, supra note 48, at 1. 

CBOE Letter, supra note 48, at 1. 

5SBSE Letter, supra note 48, at 1. 

56See Bunker Ramo Letter, supra note 48, at 3-5, 
Quotron Letter, supra note 48, at 6-7; GTE Letter 
supra note 48, at 2; and Reuters Letter, supra note 
48, at 5-6. 

57See Quotron Letter, supra note 48, at 6-7; GTE 
Letter supra note 48, at 2; and Reuters Letter, sura 
note 48, at 5-6. 


Reuters Letter, supra note 48, at 7. 


Reuters Letter, supra note 48, at 8-9, 11-12. 


Volume 19, No. 9, March 4, 1980 





A. Statutory Authority and Constitutionality 


1. Comments 


Two vendors disputed the Commission’s authority to 
adopt a rule dictating the manner and content of 
market information displays.°° Bunker Ramo 
contended that neither the text nor the legislative 
history of Section 11A of the Act authorizes the 
Commission, except under limited circumstances,®! 
to substitute its judgment for that of vendors 
regarding the proper design and programming of 
interrogation devices. Reuters similarly argued that 


serious questions exist with respect to whether 
the Commission would be overstepping its 
bounds by prohibiting certain market 
information from being displayed or regulating 
the format in which vendors display certain 
market information. Specifically, proposed 
Rule 11Ac1l-2 may have the effect of creating 
arbitrary and unreasonable guidelines from 
which few vendors may stray, superseding 
subscribers’ demands for particular 
information, and constituting for all intents and 
purposes a new and substantive “federal 
market news law.” This we believe was not the 
intent of Congress.° 





See Bunker Ramo Letter, supra note 48, and 
Reuters Letter, supra note 48, at 2, 3, 8. 


*\Bunker Ramo contended that the Commission is 
empowered to regulate securities information 
processors only under certain provisions of the 1975 
Amendments [see Section 1 1A(c)(1)(A-F) of the Act, 
15 U.S.C. 78k-1(c)(1)(A-F)] and that none of those 
provisions authorizes the Commission to adopt 
proposed Rule 11Ac1-2. See Bunker Ramo Letter, 
supra note 48, at 26-28. 


**Reuters Letter, supra note 48, at 3. 
63/d. at 8. 
641d. at 4. 


Id. at 3-4. 


66See Rule 11Aa3-1 Proposal Release, supra note 14, 
at 10 n.19, 43 FR at 50607 no.19. 


67The 1975 Amendments were based on S.249. 
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Reuters further contended that Congress’ purpose in 
enacting the 1975 Amendments was “that 
consumers should be the ones to decide what 
services are offered, what goods are produced, and 
that to this end, controls on prices, on market entry, 
on technological development, etc., should be 
limited to the extent necessary.’® 


In its comment letter, Reuters also argued that 
mandating display format and accessibility 
“impermissibly restrains Reuters’ exercise of its First 
Amendment rights,” and thus, the adoption of the 
Rule would violate Reuters’ freedom of speech and 
press.®© 


2. Commission Response 
a. Statutory Authority 


Prior to the enactment of the 1975 Amendments 
there existed some controversy as to the 
Commission's authority under the Act to require and 
to regulate the dissemination of market 
information.®® In considering the 1975 
Amendments, the Senate Banking, Housing and 
Urban Affairs Committee stated, with respect to the 
Commission’s responsibility on matters related to 
the dissemination of market information, that 


[i]n the securities markets, as in most other 
active markets, it is critical for those who trade 
to have access to accurate, up-to-the-second 
information as to prices at which transactions 
in particular securities are taking place (i.e., 
last sales reports) and the prices at which other 
traders have expressed their willingness to buy 
and sell (i.e., quotations). For this reason, 
communications systems designed to provide 
automated dissemination of last sale and 
quotation information with respect to securities 
will form the heart of the national market systems. 
The Committee has found, however, that there 
are significant questions as to the SEC's 
authority to regulate persons operating and 
administering those systems. As our trading 
markets shift from independent self-contained 
units to a single integrated system, clear 
regulatory control over the communications 
links among markets becomes imperative. [S. 
249°’] would greatly expand the SEC's 
regulatory authority over the processors and 
distributors of market information. The goals of 
this pervasive authority would be to ensure the 
availability of prompt and accurate trading 
information, to ensure that these 
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communications networks are not controlled or 
dominated by any particular market center, to 
guarantee fair access to such systems by all 
brokers, dealers and investors, and to prevent 
any competitive restriction on their operation 
not justified by the purposes of the Exchange 
Act.®8 


The Senate Report further noted that “[e]xamples of 
the types of subjects as to which the SEC would have 
authority to promulgate rules include...what and how 





68Senate Com. on Banking, Housing & Urb. Affs., 
Report to Accompany S.249, S. Rep. No. 94-75, 
(“Senate Report”) 94th Cong., 1st Sess, at 9 (1975), 
reprinted in, [1975] U.S. Code Cong. & Ad., News 
179, 181. 


69/d. at 11,[1975] U.S. Code Cong. & Ad. News at 189 
(emphasis supplied). 


See e.g., Virginia State Bd. of Pharmacy v. Virginia 
Consumers Council, 425 U.S. 748 (1976) and 
Bigelow V. Virginia, 421 U.S. 809 (1975). See also L. 
Tribe, American Constitutional Law 653-54 (1978). 


\See, e.g., Cohen v. California, 403 U.S. 15 (1971); 
Street v. New York, 394 U.S. 576; and Chaplinksyv. 
New Hampshire, 315 U.S. 368 (1942). 


’*See e.g., Friedman v. Rogers, 99 S. Ct. 887 (1979). 


See e.g., Valentine v. Chrestenson, 316 U.S. 52 
(1942), where the United States Supreme Court 
indicated that the first amendment imposed “no. . 
restraint on government with respect to purely 
commercial advertising.” Id. at 54. The leading 
Supreme Court decisions finding that a 
communication that proposes a commercial 
transaction is not “wholly outside the protection of 
the first amendment” were Virginia State Bd. of 
Pharmacy v. Virginia Consumers Council 425 U.S. 
748 (1976), and Bigelow v. Virginia, 421 U.S. 809 
(1975). 


*See e.g., Friedman v. Rogers, 99 S.Ct. 887 (1979) 
and Bates and O’Steen v. State Bar of Arizona, 433 
U.S. 350 (1977). 


Rule 11Ac1-2 does, however, prohibit the display of 


representative bid and asked quotation. The 
Commission believes that this prohibition is a 


necessary measure designed to curb possibilities of 
overreaching. 
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information is displayed....''®° Section 
11(A)(C)(1)(B) was enacted to reflect these views by 
authorizing the Commission to adopt rules to assure 
the prompt, accurate, reliable and fair collection, 
processing, distribution, and publication of 
transaction and quotation information. Thus, the 
1975 Amendments explicitly provide the 
Commission with the authority to adopt rules 
governing vendor display techniques. 


b. Constitutionality 


The resolution of the issue of whether the Rule 
violates vendors’ first amendment rights of the press 
and free speech depends on both the type of speech 
proposed to be regulated and the nature of that 
regulation.’ Regulation of most categories of speech 
(e.g., political speech), with few exceptions, 
constitute impermissible prior restraints or “chilling 
effects” on publication.’! However, regulations of 
certain categories of speech, such as commercial 
speech, are subject to less stringent standards of 
review.” 


Rule 11Ac1l-2 regulates communications which are 
directed at providing investors with market 
information that is considered necessary to 
investment decisions, i.e., communications that are 
essentially commercial in nature. The courts have 
only recently recognized the applicability of the first 
amendment tocommercial speech,’? and the United 
States Supreme Court has yet to enunciate a 
definitive test for determining the validity of 
regulations governing the publicatioin of 
commercial speech. However, recent cases suggest 
that, where a valid regulatory objective as well as a 
rational relationship between the regulation and the 
objective are demonstrated, the regulation would be 
upheld.” As is discussed at length below and inthe 
release proposing Rule 11Ac1-2, the Commission 
believes that Rule 11Ac1-2 is rationally related to 
furthering the valid Congressional directive to 
establish a national market system and to provide 
added protections to investors by enhancing the 
availability and utility of consolidated market 
information. Rule 11Ac1-2, therefore, would not 
violate vendors’ First Amendment rights of the press 
or free speech. 


In this regard, the Commission should emphasize 
that the regulation provided in Rule 11Ac1-2 cannot 
be characterized as one of “prior restraint” since it 
generally does not require vendors to delete 
information from their displays.” Rather, the Rule 
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merely requires vendors to include additional 
information on interrogation device displays of 
market information and to revise the current method 
for retrieving consolidated information. This type of 
regulation would therefore appear to be less onerous 
than the type of regulations that have been found to 
infringe on the protections afforded commercial 
speech,’° and consistent with those decisions which 
have upheld regulation of commercial speech.” In 
addition, the Commission has considered 
alternative means of ensuring widespread 
dissemination of consolidated market information” 
but has determined that the Rule being adopted 
today is the most appropriate means, at this juncture 
in the evolution of a national market system, of 
attaining this important goal. Finally if the 
application of Rule 11Ac1-2 has an onerous impact 
on any vendor and relief can be afforded without 
vitiating the purposes of the Rule, the Commission 
has reserved exemptive power under the Rule to 
ameliorate that impact.’? 


B. Display and Retrieval of Consolidated Information 
1. Comments 


All of the persons other than vendors that 
commented generally on Rule 11Ac1l-2 endorsed 
the goal of simplifying access procedures to and 
improving the content of the display of consolidated 
market information.®© Those commentators found 


ihe proposals to be an important initiative in 
assuring publication of market ‘nformation,®! and in 
resolving the discriminatory fashion in which market 
information is currently provided to the public by 
vendors.*® The ITS Operating Committee considered 
the “relevant aspects of the Rule to be beneficial to 
the efficient operation of ITS.”® In addition, some of 
the commentators that supported the adoption of 
proposed Rule 11Ac1-2 believed thatthe rule did not 
go far enough to ameliorate the deficiencies in the 
manner in which market information is 
disseminated. In responding to that part of the 
proposal which would require vendors to provide a 
consolidated quotation display, two commentators 
contended that such a display is an inadequate 
reference for informing subscribers of the depth of 
the market for 2 security and suggested, as an 
alternative, that the Commission require vendors to 
display a complete montage of quotations. In 
addition, two commentators suggested that the 
Commission require that individual market 
transaction information be displayed on a 
montage.® 


Four of the five vendors commenting on proposed 
Rule 11Ac1-2 disagreed, arguing that the expense of 
compliance with the Rule would be substantial and 
that adoption of the rule would fail to achieve the 
Commission's objectives of increasing the use of 
consolidated information.® For example, Quotron 





7®See e.g., Ohralik v. Ohio State Bar Assoc. 98 S.Ct. 
1912 (1978); and In Re Primus 98 S.Ct. 1893 
(1978). 

7See e.g., Friedman v. Rogers, supra note 74. 


78See text accompanying notes 113-118, infra. 


See text accompanying note 96, infra. 


80See MSE Letter, supra note 48, at 56, Phix Letter, 
supra note 48, at 1; ITAC Letter, supra note 48, at 1; 
CBOE Letter, supra note 48, at 1; BSE Letter, supra 
note 48, at 1; and PSE Letter, supra note 48 at 1. 


81See MSE Letter supra note 48, at 1. 


82See Phix Letter, supra note 48, at 1; CBOE Letter, 
supra note 48, at 4; and BSE Letter, supra note 48, at 
1; and PSE Letter supra note 48, at 3-4. 


83See ITS Letter, supra note 48, at 1. The ITS is an 
intermarket coimmunications linkage system 
designed to permit orders for the purchase and sale 
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of multiply traded securities to be routed between 
market centers for execution. See Securities 
Exchange Act Release No. 15871, at 9-13, (March 
22, 1979), (“Status Report”), 44 FR 20360, 20360- 
61. 


84See MSE Letter, supra note 48, at 57-58 and Phix 
Letter, supra note 48, at 2-3. One commentator 
suggested that the Commission permit vendors 
displaying a quotation montage to do so in lieu of a 
best bid and offer display. See Instinet Letter, supra 
note 48, at 6. 


85See BSE Letter, supra note 48, at 1-2; and Phix 
Letter, supra note 48, at 4-5. 


86See Bunker Ramo Letter, supra note 48, at 3-5; 
Quotron Letter, supra note 48, at 6-9, 21; Reuters 
Letter, supra note 48, at 5-9; and GTE Letter, supra 
note 48, at 2-3. Instinet was the only vendor 
commenting on proposed rule 11Ac1-2 that did not 
oppose the adoption of the rule. See Instinet Letter, 
supra note 48. 
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argued that the relative ease by which market 
information may be accessed will not determine the 
frequency with which that information will be 
recalled and that, therefore, the proposed provision 
requiring vendors to simplify the method of recalling 
consolidated information would not have _ its 
intended effect. In support of its contention, Quotron 
pointed out that, following the implementation of the 
high speed data stream for transmitting transaction 
information, Quotron voluntarily revised its access 
procedures to permit recall of consolidated 
transaction information by the easiest method but 
that it reverted to its original access procedures (i.e., 
easiest method for retrieval of primary market 
information) shortly thereafter in response to 
subscribers’ complaints. Quotron also indicated that 
the current method of access to and content of 
market information displays reflects the fact that 
95% of all current subscriber requests are for 
primary market information.®’ Quotron argued that 
by mandating display techniques that are not 





87See Quotron Letter, supra note 48, at 6. 

88/d. at 20. 

8d. at 22. 

9°See GTE Letter, supra note 48, at 2. 

See Bunder Ramo Letter, supra note 48, at 12. 
Id. at 4. 

93/d. at 5, n *. 

%See GTE Letter, supra note 48, at 2. 

*®See text accompanying notes 188-190, infra. 


%See Reuters Letter, supra note 48, at 12. Reuters 
objected to the adoption of two provisons in the 
proposal. First, Reuters objected to the provision in 
the Rule which would require Reuters to place 
individual market and consolidated information on 
separate displays. See text accompanying notes 
188-189, infra. Reuters indicated that it combines 
primary and consolidated information in one display 
and that requiring it to separate displays would not 
serve the purposes of the rule. Reuters Letter, supra 
note 48, at 10. In addition, Reuters indicated that it 
was unable to provide, without substantial 
reprogramming, a consolidated best bid and offer 
display. /d. at 11-12. 
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responsive to public demand the adoption of the rule 
would “inhibit the prompt production of information 
to the public.’”®® Quotron therefore suggested that 
the Commission restrict rulemaking in this area to 
prohibiting only such information as is shown to be 
clearly false, misleading or manipulative.®? 


With respect to the proposal that each vendor 
provide a consolidated quotation display, GTE 
similarly contended that such a display would rarely 
be used, indicating that it has been providing sucha 
consolidated quotation display since 1975, but that 
subscribers rarely request that display.°° Bunker 
Ramo also suggested that the Commission not 
specify a minimum consolidated quotation display 
because, under present conditions, order by order 
routing of other than institutional size orders on the 
basis of displayed quotations generally would only 
take place on the floor of an exchange via ITS. % 
Bunker Ramo argued that, because registered 
representatives have virtually no order routing 
authority, there is no need to provide registered 
representatives with quotation information from the 
secondary markets.” 


Two vendors suggested that the most direct means 
of ensuring the use of consolidated information 
would be the adoption of a “best execution” or 
similar rule. Bunker Ramo recommended the 
adoption of a rule which would require any person 
making an order routing decision to check every 
market,?> while GTE recommended that a rule be 
adopted which would require all orders to be sent to 
the market displaying the best quotation.” 


Certain vendors also argued that the expense 
involved in complying with the Rule as well as the 
detailed specificity of its provisions would hamper 
innovation and technical advances in the field of 
securities information communication.°> For 
example, Reuters insisted that the significant 
expense involved in complying with the 
programming and systems changes contemplated 
by the Rule would seriously hamper, if not foreclose, 
Reuters’ entry into the securities information 
industry.% 


2. Commission response 


a. Goals 


Notwithstanding the Commission’s authority, 
granted in the 1975 Amendments, to regulate the 
display of market information, the Commission has 
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elected, until this time, to refrain from establishing 
minimum standards for those displays in order to 
determine whether competitive forces would ensure 
that market information display systems would 
develop in a manner consistent with the evolving 


national market system.’ As market information ~ 


systems have developed, it has become evident to 
the Commission that vendors have accorded 
displays of individual market information, 
particularly primary market information, greater 
prominence than displays of consolidated 
information.%® The Commission recognizes that the 
current preference accorded displays of primary 
market information reflects vendors’ perceptions of 
their subscribers’ demands and not vendors’ 
intentions to discriminate between the primary and 
secondary markets. The Commission is concerned, 
however, that, to some extent, subscriber preference 
for primary market information may be a product of 
market information systems which fail to adequately 
and fairly display consolidated market information. 
The Commission is also concerned that the failure 
by vendors to provide comprehensive and easily 
retrievable displays of consolidated information may 
impede progress toward a national market system 
by continuing to emphasize market information 
disseminated from the primary markets and may 
hamper the ability of investors to monitor whether 


their brokers are securing best execution of their 
customers’ orders. 


The Commission believes that the modifications in 
market information systems that are mandated by 
Rule 11Ac1-2 will enhance investor awareness of the 
presence of competing market centers, and, thu§, 
alter the current pervasive preference for primary 
market information. These goals are fundamental to 
the development of a national market system. In this 
connection, the provision mandating a consolidated 
quotation display presents a particularly necessary 
improvement over the current method in which 
quotation information is displayed. Both the 
Congress and the Commission have long expressed 
the view that, given a consolidated quotation system, 
brokers and dealers should be able to determine, 
simply and directly, the best market for any 
security.*? At present, that determination is made 
difficult by the display of individual market 
quotations on separate displays. Accordingly, the 
Commission believes that the availability of a single 
display of quotations for all markets should 
significantly improve the quality of executions of 
customer orders by broker-dealers. In addition, the 
knowledge by market makers in the secondary 
markets that quotations transmitted from their 
markets would be given an opportunity to be widely 





7In the release announcing the adoption of Rule 
11Ac1-1. the Commission indicated that several 
commentators had suggested that the Commission 
impose specific obligations on vendors of quotation 
information to display quotations from all market 
centers. See Rule 11Ac1-1 Release, supra note 15, at 
37, 43 FR at 4347. The Commission stated that, 
although the general availability of quotation 
information from all market centers by such vendors 
is a necessary prerequisite to the use of that 
information, it appeared that adequate 
dissemination of quotation information would be 
achieved without regulation. In this connection, the 
Commission believed that the inauguration by one 
vendor of a montage quotation service should 
ensure that other vendors would, due to competitive 
pressures, develop a similar or, at least, a best bid 
and offer display. /d. at 37-38, 43 FR 4347. The 
Commission added, however, that it expected 
quotation displays to include certain features (see 
note 19, supra) and that it would continue to monitor 
vendor progress in providing quotation information 
ina comprehensive and nondiscriminatory manner. 
Id. 


®Briefly, the prominence accorded displays of 
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primary market information is evidenced by the 
availability of complete market information 
(including quotation information) on such displays 
and the relative ease by which such displays may be 
retrieved. See Rule 11Ac1-2 Proposal Release, supra 
note 19, at 38-39. 43 FR at 4347. 


%In the Commission’s 1973 Statement on the 
Structure of a Central Market System, the 
Commission indicated that in order for active 
competition to exist “brokers representing investors 
must be able to determine at any given time the 
lowest price at which a particular security can be 
bought and the highest price at which it can be sold.” 
Policy Statement of the Securities and Exchange 
Commission on the Structure of a Central Market 
System (March 29, 1973), at 25, reprinted in, [1973] 
Sec. Reg. & L. Rep. (BNA) No. 196 at D-1, D-5. 
Similarly, the House of Representatives’ Security 
Industry Study advocated that bid and offer 
quotations would be published “in such fashion as to 
permit a comparison between specialists and 
market makers, who would be in competition with 
one another.” Report of the Subcomm. on Com. & 
Fin. of the Comm. on Interstate & For. Com., 
Securities Industry Study, H.R. Rep. No. 92-1519, at 
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disseminated may increase their willingness to 
compete for order flow.'© 


b. Provisions Designed to Enhance Displays of 
Consolidated Information 


The Rule, as adopted, imposes three requirements 
designed to remedy current deficiencies in the 
manner of display of consolidated information.'®! 
First, the Rule retains the proposed requirement that 
vendors make displays of consolidated transaction 
and quotation information retrievable either by an 


inquiry consisting of fewer key strokes than is 
necessary to retrieve displays of individual market 
information or by an inquiry consisting of the same 
number of keystrokes as is necessary to retrieve 
displays of individual market information, if the 
information request or transmit key necessary to 
reirieve consolidated information displays is more 
prominent. !° 


The Rule, as adopted, also retains the provision 
requiring vendors to display the consolidated 
quotation for areported security! if they display any 





xiv, (1972). Finally, the House Report on the 1975 
Amendments indicated that the implementation of a 
composite quotation system would be necessary in 
order to “allow stock brokers to ascertain at a glance 
the market which offers the best price for their 
customers. . . .” (emphasis supplied). Comm. on 
Interstate & For. Com., Report to Accompany H.R. 
4111 Securities Reform Act of 1975, H.R. Rep. No. 
94-123, at 91 (1975). 


But see text accompanying note 187, infra. 


ln an effort to minimize unintended effects on 
highly technical vendors systems the Rule 
addressess specific vendor systems at their current 
state of development and does not attempt to 
anticipate developments in a rapidly changing 
computer and communications technology. The 
Commission anticipates that, as vendors revise and 
enhance their systems, they will do so in a manner 
which is consistent with the policies underlying the 
Rule. However, the Commission is prepared to 
respond quickly to any action taken by vendors 
which may tend to circumvent the Rule. 


2Rule 11Ac1-2(b)(2)(i) and (c)(2)(i). Although this 
requirement would require separate displays of 
consolidated and individual market information, the 
Commission will consider providing exemptive relief 
from this requirement for Reuters or any other 


vendor who wishes to combine primary and 
consolidated information in one display. See note 
95, supra. 


‘3Because of the difficulty of updating firm 
quotations in a large number of securities, many 
regional exchange specialists employ systems 
which automatically update their quotations in 
securities they are not actively trading each time the 
primary market bid or offer quotation for that 
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security is revised (“Autoquote’). Presently, 
however, because each regional exchange 
independently generates, through its Autoquote 
equipment, a new quotation, there may be a period 
of up to 60 seconds after the primary market 
quotation change before ail revised regional 
“Autoquote quotations” have been reported to the 
consolidated quotation system for dissemination to 
vendors. The Commission believes that it would be 
desirable to eliminate these delays, to the extent 
possible, and, therefore, to enhance the accuracy 
and timeliness of the consolidated quotation 
display. There would appear to be at least two ways in 
which this may be accomplished. Specialists on 
each regional exchange, when using Autoqote, could 
each regional exchange, when using Autoquote, could 
communicate to a central processor the 
their quotations and primary market quotations for a 
particular security. The central processor could then 
recompute all regional quotations based on the 
differentials supplied to it, and report those new 
quotations simultaneously to the consolidated 
quotation system. Alternatively, regional exchange 
specialists employing Autoouote could supply their 
quotation differentials to each vendor and each 
vendor, upon receiving through the consolidated 
system a report of a primary market quotation 
change, could compute the appropriate change for 
each regional exchange for dissemination through 
its interrogation network. The Commission urges the 
vendors and the participants in the CQ rlan to jointly 
agree on one procedure which would ameliorate the 
quotation reporting delays discussed above. 


The present use of Autoquote by regional exchange 
specialists has also raised more general concerns 
regarding those specialists’ compliance with Rule 
11Acl-1 under the Act. The Commission 
understands that on certain occasions specialists on 
regional exchanges, when disseminating quotations 
in an automated mode, have rejected commitments 
to trade at their displayed quotation. Amongst other 
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individual market quotation.'“ However, unlike the 
proposed rule, which would have mandated the 
display of a single consolidated quotation for each 
reported security, the Rule, as adopted, permits 
vendors to provide either a single consolidated 
display of the best bid and offer or a single screen 
montage display of quotations for each reported 
security from all reporting market centers.!° 


Finally, Rule 11Acl-2, as adopted, retains the 
proposed provision requiring vendors to include the 
same categories of information on displays of 
consolidated information as are included on 
displays of individual market information.'® This 
provision, however, has been modified in order to 


accommodate concerns raised by GTE that certain 
display screens, or the portion of these screens 
allotted to the display of specifically recalled market 
information,'°’ contain a limited number of 
information fields.‘ Under the provisions of the 
Rule, interrogation device displays of transaction 
information must include one market identifier!” 
and displays of consolidated quotation information 
must include two market identifiers.'!° As a result of 
these provisions, there could be as many as three 
fewer fields of information available for collateral 
market information on a combined display of 
consolidated transaction and quotation information 
than on any combined display of individual 
transaction and quotation information. The 





things, this practice has resulted in a general 
unwillingness of some users to send commitments 
to trade through ITS to any regional specialist whom 
they believe is employing Autoquote. 


1¢Rule 11Ac1-2(c)(2)(A). The Commission is aware 
that some third market makers apparently make 
available quotations to the consolidated quotation 
system early in the day and rarely, if ever, change 
those quotations during that day. 


As a result, frequently during the day, a “stale” third 
market bid or offer may become the best bid and 
offer and thereby possibly undermine the utility of 
the consolidated quotation display. The Commission 
reminds those market makers that insertion or 
maintenance of bid and offer prices which do not 
represent the actual prices at which the responsible 
broker or dealer is willing to effect transactions fails 
to comply with Rule 11Ac1l-1 under the Act and 
violates the prohibition against fictitious quotations 
found in Section 15(c)(2) of the Act. The 
Commission expects the NASD to actively monitor 
the quotations of third market makers to assure 
compliance with Rule 11Ac1-1. See Rule 11Ac1-1 
Release, supra note 15, at 35, 43 FR at 4347. See 
also NASD Manual—Rules of Fair Practice §6, at 
paragraph 2158, (1978). 


16Although the Commission concurs with those 
commentators who suggested that a montage is 
more informative to investors and to their brokers 
than the consolidated quotation display, see text 
accompanying notes 84-85 supra, the Commission 
has determined not to require, at this time, that all 
vendors provide a montage. The Commission 
understands that the hardware, software and line 
costs inherent in providing a dynamic montage 
service on interrogation devices supplied to each 
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registered representative would be far more 
significant than those associated with providing a 
best bid and offer display. In addition, the 
Commission recognizes that most users of 
interrogation devices are registered representatives 
who, for most practical purposes, do not possess 
either the authority or the means to route customer 
orders to the market displaying the best price. 
Accordingly, the Commission believes that the 
marginal benefit that may be provided to investors 
by a quotation montage, as compared to the best bid 
and offer display, would not warrant the expense 
involved in requiring that a montage be provided on 
all interrogation device displays. However, the 
Commission does expect that firms will provide their 
trading desks with a quotation montage service in 
order to provide officials responsible for order 
routing decisions with accurate and complete 
quotation information. For the same reasons, (i.e., 
expense and the absence of a substantial benefit to 
be derived as a result) the Commission has also 
determined not to require a montage of transaction 
information. 


Rule 11Ac1-2(b)(V). 


107Some interrogation devices display specifically 
recalled market information on an entire screen, 
while others allot only portions of the screen to the 
display of this information in order that other 
services may be provided on the remainder of the 
screen. 


108See GTE Letter, supra note 48, at 5. 
109See Rule 11Ac1-2(b)(i)(C). 


0See Rule 11Ac1-2(c)(2)(i)(A)(1). 
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Commission understands that the addition of fields 
of information on the consolidated display to comply 
with a strict comparability requirement would entail 
costly reprogramming and, in some instances, 
hardware modification for at least one vendor. 
Accordingly, Rule 11Ac1-2, as adopted, has been 
modified to permit vendors to delete up to three 
categories of consolidated information in order to 
comply with the market identifier requirements of 
the Rule.!! 





See Rule 11Ac1-2(b)(F). A vendor would be 
permitted to delete up to three categories of 
collateral market information if consolidated 
transaction and quotation information are combined 
into a single display. If a vendor provides no 
consolidated quotation information on_ its 
consolidated transaction display that vendor would 
be permitted to delete only one category of 
information from the display of consolidated 
transaction information. In addition, if a vendor is 
required to provide a combined display, he may not 
elect to delete either the consolidated quotation or 
transaction information in reliance upon the 
exception to the equal categories of information 
requirement. /d. 


Bunker Ramo indicated that the same categories of 
information requirement also represented a costly 
burden to vendors because it entails the expansion 
of consolidated information storage capacities. See 
Bunker Ramo Letter, supra note 48, at 9-11. The 
modification of the equal categories of information 
provision does not address the storage capacity 
problem raised by Bunker Ramo because the 
Commission believes that the importance of 
ensuring the usefulness of displays of consolidated 
information and the fact that vendors have 
developed sufficient storage capacities to permit 
collateral information to be included on displays of 
individual market information outweigh the expense 
involved in the expansion of current storage facilities 
for consolidated transaction information. 


112See Rule 11Aa3-1(a)(11). 


13See text accompanying notes 92-94, supra. 


4Accordingly, the proposal did not generally 
require vendors to provide specified categories of 
information unless that vendor already provided the 
same type of information on an individual market 
basis. 
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The Commission has determined not to require 
vendors providing a market minder service!!* on an 
individual market basis to provide a similar service 
on a consolidated basis. Although the Commission 
believes that a consolidated market minder may bea 
useful tool to investors and would be consistent with 
the purposes of the Act, the adoption of a 
consolidated market minder requirement appears 
to be unwarranted given the supplementary function 
of market minders and the substantial expense that 
would be involved in providing that service 
universally. In addition, two of the three principal 
vendors already provide a market minder service on 
a consolidated basis, thus substantially negating the 
need for regulation. For these reasons the 
Commission believes that the development of 
market minders on a consolidated basis should be a 
function of competitive forces. 


c. Alternatives Considered 


In determining to adopt Rule 11Acl1-2, the 
Commission has considered a number of alternative 
regulatory measures, including those suggested by 
GTE and Bunker Ramo.!’ Initially, the Commission 
considered mandating minimum requirements that 
would specify the exact format of, and the precise 
inquiry sequence for recalling, displays of 
consolidated information. The Commission 
understood, however, that each vendor’s market 
information system operates differently, and that a 
regulation that would prescribe display techniques 
unrelated to each vendor’s capability might place 
some vendors at a competitive disadvantage. The 
Commission believed that, in order to avoid any 
substantial anticompetitive impact on certain 
vendors, it was necessary to design regulations that 
would permit each vendor to apply its own display 
techniques in complying with the regulation. The 
Commission therefore proposed flexible 
specifications for the display of consolidated 
information which would permit each vendor to 
apply its existing method of retrieving primary 
market information and require each to include the 
categories of market information that it already 
includes on its displays of individual market 
information to the retrieval and to the display of 
consolidated information.!'* The underlying premise 
of this approach is to ensure, at a minimum, that 
consolidated information would not be displayed ina 
fashion that would make that information appear to 
be less significant or less useful to investors than 
individual market information. 
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The Commission recognizes that it could ensure that 
investment decisions are based on nation-wide 
information by requiring that all orders be routed to 
the best displayed market, as suggested by GTE, or 
that all individual market displays be checked, as 
suggested by Bunker Ramo. In its recent status 
report on the development of a national market 
system,'!® the Commission stated that it had 
determined to defer proposal of a rule, such as the 
one suggested by GTE.'!® The Commission indicated 
that 


[iJn the current trading environment, in which 
quotations are not firm under all 
circumstances, and there are practical 
limitations on access for execution purposes 
and differences in clearing costs, it is 
questionable whether individualized routing of 
all orders on the basis of machine-displayed 
quotations should be required.!!’ 


The Commission has also determined not to pursue 
Bunker Ramo’s suggestion that the Commission 
require brokers to survey each market prior to 
routing any order. The Commission believes that 
such requirement would be unenforceable and 
unnecessarily burdensome given the present 
limitations on the firmness of quotations and the 
manner in which most customer orders are currently 
routed.!!8 


Finally, the Commission has also considered Bunker 
Ramo’s suggestion that the Commission require 
deletion of all displays of individual market 
information as a means of ensuring use of 
consolidated information. The Commission has 
rejected this alternative in the belief that areduction 
in the amount of information available to the public 
would be antithetical to the interests of investors and 
would impede the creation of a national market 
system. 


C. Formula for Determination of the Consolidated 
Quotation 


1. Comments 


Seven commentators addressed the specific 
formula which would be used to determine the 
consolidated quotation when more than one 
market’s quotation represents the highest bid or the 
lowest offer price. Three commentators, SIA, NASD 
and GTE, advocated permitting the vendor to 
determine whether the consolidated quotation 
under those circumstances would constitute the 
first bid or offer received by that vendor or the bid or 
offer with the greatest size. Those commentators 
indicated that, because investors could perceive a 
benefit from a consolidated quotation determined 
under either formula, vendors should be permitted 
to design their systems in a manner that would be 





15See Status Report, supra note 83. 


N6/d, at 43-44, 44 FR at 20366. 


71d. The Commission's statement concerning order 
routing on the basis of machine displayed 


quotations was intended only to explain the 
Commission's determination not to mandate order- 
by-order routing rather than to discourage individual 
industry efforts to experiment in this area. Recently, 
William A. Schreyer, President of Merrill Lynch, 
announced in testimony before the House of 
Representatives Subcommittees on Oversight and 
Investigation and on Consumer Protection and 
Finance of the House Committee on Interstate and 
Foreign Commerce that Merrill Lynch has developed a 
prototype of an electronic securities order routing 
system. This system is said to have the capability of 
scanning all quotations in the consolidated 
quotation system and sending customer orders to 
the best market. The Commission endorses this and 
similar experimental efforts directed at enhancing 
brokers’ capabilities at achieving “best execution” 
on behalf of their customers and believes that the 
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experience derived from such pilot programs will 
better enable the Commission to further explore the 
feasibility of systemwide order routing facilities. 


'8The Commission's determination to defer 
consideration of a “best execution” rule, given the 
current posture of the evolution of a national market 
system, is not intended to be an indication that the 
quality of individual markets (as reflected by 
transaction and quotation information disseminated 
from each market) should not be regarded as an 
important factor in determining to which market an. 
order should be sent. In the release announcing the 
adoption of Rule 11Acl-1, the Commission 
indicated that it expected that that rule would 
improve the quality of quotation information 
available from all market centers and that brokers 
would utilize that information in making informed 
order routing decisions. See Rule 11Ac1-1 Release, 
supra note 15, at 37-43, 43 FR 4346-47. 
Furthermore, the Commission has also indicated 
that it expects that those broker-dealers that 
automatically route retail customer orders in a 
particular security to a predesignated market, at a 
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responsive to their subscribers’ needs.'!? GTE also 
suggested that the proposal be amended to permit it 
to display the aggregate size of the best quotations 
from all markets displaying the best bid or offer 
price. '7° 


The four remaining commentators, NYSE, ITS 
Operating Committee Quotron and Merrill Lynch 
recommended that size be given priority over time in 
determining the consolidated quotation display.!?! 
The NYSE and the ITS Operating Committee based 
their recommendations on the advisability of having 
identical interrogation device and ITS displays.!*? 
Merrill Lynch advocated that size be the primary 
factor in determining the consolidated quotation 
since (i) determining the best bid and offer on the 
basis of time would be of no use to investors because 
strict time priority is not currently a feature of a 
national market system, and (ii) it is in the 
customer's best interest to have his order executed 
in one market and, therefore, customers should be 


aware of the best market in size.'*? Quotron 
recommended that size be considered before time 
because of concerns that vendors might compute 
the time of a quotation differently.'** 


2. Commission Response 


The Rule, as adopted, requires that vendors provide 
a consolidated quotation which is determined first 
by reference to price (i.e., the highest bid and the 
lowest offer), then, as to bids or offers at the same 
price, by reference to the bid or offer with the 
greatest size, and finally, as between bids or offers at 
identical price and size by reference to time of 
receipt.!2° 


The Commission has determined not to grant 
vendors discretion to select size or time priority 
because, at present, orders are not routed on the 
basis of quotation time. Therefore, time receipt 
would appear to be a less useful factor in 





minimum, make periodic assessments as to the 
quality of such market. See Status Report, supra 
note 83, at 39, 44 FR at 20366. The Commission 
continues to believe that awareness of nationwide 
market information by brokers, dealers and 
investors is essential to improving the quality of 
order execution. 


Furthermore, the Commission believes that broker- 
dealers who choose to automatically route their 
customer orders to a designated market should be 
alert for unusual market conditions in the 
designated market which would require brokers to 
take additional measures (such as disclosure of 
market conditions or special handling of customer 
orders). Examples of such unusual market 
conditions would include substantial price disparity 
betwen the designated market and other markets, 
extreme volatility of the market in the security and 
unusual trading patterns. In addition, the 
Commission notes that a broker's fiduciary 
responsibility to obtain the best execution of a 
customer's order under the circumstances may 
continue beyond the initial routing decision. In this 
regard, the Commission has proposed Rule 11Ac1-3 
which would provide for nation-wide protection of 
certain displayed public limit orders. See Securities 
Exchange Act Release No. 15770 (April 26, 1979), 
44 FR 26692. 


'19See SIA Letter, supra note 48, at 3; NASD Letter, 
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supra note 48, at 3 and GTE Letter, supra note 48, at 
6. 


120See GTE Letter, supra note 48, at 6. 


121See NYSE Letter, supra note 48, at 12-13; ITS 
letter, supra note 48 at 2; Quotron Letter, supra note 
48, at 22; 1978 Merrill Lynch Letter supra note 48; 
and 1979 Merrill Lynch Letter supra note 48, at 2. 


122See NYSE Letter, supra note 48, at 13; and ITS 
Letter, supra note 48, at 2. 


123See Merrill Lynch Letter, supra note 48; and 1979 
Merrill Lynch Letter, supra note 48, at 2. Merrill 
Lynch's prototype order routing system, described 
supra note 117, is designed to direct orders to the 
market displaying the best price with a size equalling 
or exceeding the order in question. If more than one 
market is displaying such a quotation, Merrill Lynch 
will route the order to the predetermined “primary” 
market. 


124For example, Quotron questioned whether a 
change in quotation size would be deemed an 
entirely new quotation or whether a change in a 
market center's bid would also be deemed a change 
in its offer. Quotron also requested advice with 
respect to whether it would be necessary for the 
vendors to recompute the best bid and offer when an 
exchange closes and when an unusual market 
condition exists. See Quotron Letter, supra note 48, 
at 16. 
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determining the “best” market than size. Moreover, 
it may be that the quotation received first in time 
may be less valuable to investors than more recent 
quotations because there is a greater likelihood that 
the “oldest” quotation is stale. The size priority 
formulation, on the other hand, does provide 
investors with important information in the current 
trading environment and may further certain 
national market system objectives. The size priority 
formulation provides investors and their brokers 
seeking to execute orders in excess of 100 shares 
with information regarding the depth of the market 
displaying the best price. In addition, market centers 
may be encouraged to display quotations in greater 
size (i.e., disclosing a more complete indication of 
the actual buying and selling interest in their market 
or creating a willingness to assume greater market 
making risk).!76 


D. Display of Quotation Information in Non-Reported 
Securities 


1. Comments 


Most commentators whc address those provisions 
of the proposed rule regulating the manner of 
display of quotations in nonreported securities 
supported the rule’s requirements. These 
commentators felt that NASDAQ Level 1 should 
display the best bid and offer rather than the RBA, !2’ 


and indicated their belief that the trading in subject 
securities would be benefitted by the enhanced 
disclosure.'?® The SIA recommended, however, that 
the Commission request the NASD to monitor 
possible adverse effects of such a provision on 
market makers.!°? 


On the other hand, the NSTA (on behalf of various of 
its members),'*° Piper,'?! and DKQ'** opposed the 
elimination of the RBA. Those commentators noted 
that the “inside” quote could sometimes be 
misleading because NASDAQ market makers are 
not required to execute orders for greater than a 
single round lot at the displayed quotation and, thus 
the best bid or offer might not accurately reflect the 
price at which orders of greater size could be 
executed.'*3 Moreover, these commentators 
suggested that, because investors expect their 
entire orders to be executed at the quoted price, 
dissemination of the best bid and offer quotation to 
public investors would act as a disincentive to market 
making by forcing OTC market makers to match 
nominal “inside markets” for orders in excess of 100 
shares or be faced with substantial customer 
dissatisfaction.'* In addition, the NSTA believed 
that the adoption of this provision would be untimely 
in view of the unknown effects of then recent 
amendments to Rule 10b-10 under the Act,'*° and 
the Comraission’s rule proposals relating to real- 
time reporting in national market system securities 





25Rule 11Acl-2(a)(15). The Commission has 
modified the proposed provision to exclude certain 
quotations if the market with the best quotation (in 
price and size) is reporting an unusual market 
condition. While under those circumstances the 
market’s quotation should not be included in 
computing the best bid or offer price, the 
Commission urges that vendors include a symbo! on 
the display notifying investors that one or more 
markets are reporting an unusual market condition. 


1261n this regard, the Commission would consider a 
request by GTE (or any other vendor with a similar 
display) to permit the aggregation of size of all 
markets displayi:g the best price if a significant 
number of those markets is identified. See text 
accompanying note 79, supra. 


127$ee NYSE Letter, supra note 48, at 15-16; SIA 
Letter, supra note 48, at 3-4; NASD Letter, supra note 
48, at 2-3; Instinet Letter, supra note 48, at 7-8; GTE 
Letter, supra note 48, at 7; and Dembitz Letter, supra 
note 48. 
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128See Instinet Letter, supra note 48, at 8. 

129See SIA Letter, supra note 48, at 4-5. 

130See NSTA Letter, supra note 48. 

131$ee Piper Letter, supra note 48. 

132See DKQ Letter, supra note 48. 

133The NASD Rules of Fair Practice require a member 


firm to buy and sell a normal unit of trading at its then 
prevailing quotation. 


134See NSTA Letter, supra note 48, at 2-3; and Piper 
Letter, supra note 48. 


135Rule 10b-10 was amended on October 8, 1978 to 
require over-the-counter market makers to disclose 
their mark-up in riskless principal transactions. See 
Securities Exchange Act Release No. 15219 
(October 6, 1978), 43 FR 47495. 
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and the removal of off-board trading restrictions for 
certain securities.'%° 


2. Commission Response 


Transaction information is not presently reported on 
a real time basis with respect to non-reported 
securities.'*’ As a result, the only electronically 
displayed real-time market information in non- 
reported securities available to investors is the RBA. 
In proposing Rule 11Ac1-2, the Commission 
indicated its concern that the behavior of certain 
broker-dealers in executing their customers’ 
transactions in non-reported securities may be 
affected by their knowledge that their customers are 
unaware of all current quotations or of the “inside” 
market.'** For example, the Commission noted that 
some customer transactions are being effected by 
certain firms at the RBA notwithstanding that the 





136See NSTA Letter, supra note 48, at 3. 


37The Commission has recently propsed Rule 
11Aa2-1 under the Act, which, if adopted, would 
provide procedures for the designation of securities 
(including certain over-the-counter securities) as 
qualified for trading in a national market system. See 
Securities Exchange Act Release No. 15926 (June 
15, 1979), 44 FR 36912. Although proposed Rule 
11Aa2-1 does not address the timing or manner of 
inclusion of over-the-counter national market 
system securities in the facilities of that system, the 
Commission proposed in the release that certain 
over-the-counter securities (denoted as tier 1 
securities) would be included in the consolidated 
transaction reporting and quotation systems shortly 
after the designation of those securities as tier 1 
securities. /d. at 44-45, 44 FR at 36920-21. 


138See Rule 11Ac1-2 Proposal Release, supra note 
19, at 43, 43 FR at 50622. 


139See Prepared Statement of the MSE, August 4, 
1977, at 47, contained in File No. 4-180. 


40The Commission has, in the past, been informed 
that certain market makers displaying quotes in 
NASDAQ are not even “firm” for a single round lot as 
is required by the NASD. The Commission expects 
the NASD to take appropriate measures to preclude 
this contravention of its rules. See Piper Letter, supra 
note 48, and NSTA Letter, supra note 48, at 1-2. 


'41$ee Rule 11Ac1-2(c)(2)(i). 
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firm executing those order on behalf of their 
customers may have published a bid or an offer 
superior to the RBA.!%? 


The Commission acknowledges that, under certain 
circumstances, the fact that customers receive an 
execution at a price inferior to the best published bid 
or offer price may be justified. For example, 
executions at other than the best price may also be 
explained by the fact that the market maker 
displaying the best bid or offer may not have been 
willing to purchase the full amount of a customer’s 
order, and that, therefore, the remainder of the order 
was executed at a less favorable price. In addition, 
broker-dealers may elect to refrain from routing their 
orders to certain market makers because either the 
cost of execution and clearing transactions effected 
through those market makers do not justify routing 
orders tothem or because those broker-dealers have 
reason to believe that it may be imprudent to deal 
with certain market makers.!*° 


None of the foregoing is a basis, however, for denying 
customers the knowledge of the “inside” quotation. 
Broker-dealers who are fulfilling their fiduciary 
obligations would have the additional responsibility 
of responding to customer requests to explain the 
manner in which their orders were executed. The 
Commission believes that this would be a beneficial 
result of the Rule. The effort and costs involved in 
educating customers with respect to their 
transactions are not so burdensome as to outweigh 
the benefits to be derived from disclosing the best 
quotes to investors which may lead to an 
improvement in the execution of orders, or at least 
permit investors the opportunity to police those 
executions. 


In the Commission’s view, the failure to display 
“inside” quotations to investors in non-reported 
securities potentially misleads customers into 
believing that they are receiving the best price 
available on their orders. In addition, even if 
customers are aware that the quotations displayed 
to them are the RBA, the quality of execution of their 
orders is diminished by brokerage firms’ knowledge 
of their customers’ inability to determine, at a 
minimum, the best bid or offer. The benefits to be 
achieved by requiring the display of the “inside” 
market and the prohibition against the display of the 
“representative bid and offer’ outweigh any 
perceived adverse effects of requiring the display of 
the “inside” market. The Commission has, therefore, 
adopted the provision requiring the display of, at a 
minimum, the best bid and offer of a security'*! and 
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prohibiting the display of any “representative” 
quotation. '42 


E. Market Identifiers 
1. Comments 


In response to its proposal to delete market 
identifiers from moving ticker displays and from 
interrogation devices, the Commission received 
numerous comments. Only one commentator, 
Bunker Ramo, supported the mandatory deletion of 
market identification from recall devices and from 
moving tickers. Bunker Ramo advocated this 
approach as a method of promoting the concept of a 
national market system and of shifting the focus of 
attention away from the display of transaction 
information to the display of quotation information in 
order to promote competitive market making.!*? On 
the other hand, one other commentator, Instinet, 
suggested that, to the contrary, the Commission 
mandate the inclusion of market identifiers. Instinet 
contended that market identifiers were necessary as 
a surveillance matter, to determine whether 
specialists were honoring their quotations, as is 
required by Rule 11Ac1-1.!*4 


Most other persons commenting on this provision 
opposed any mandatory requirements regarding 
market identifiers. Three commentators suggested 
that market identifiers may be a useful investor tool 
and that vendors should be given discretion to 
determine whether to include market identifiers as 
part of transaction information.'** One vendor 


indicated that it had relied on the Commission's 
earlier position requiring market identifiers to 
accompany the consolidated transaction 
information on interrogation devices and that it was 
unfair to require that vendor to expend funds to 
comply with the reversed position.'*° The MSE 
contended that while the removal of market 


identifiers from moving tickers was useful, the 
deletion from recall devices was unnecessary.'4’ 


Three commentators advocated the modification of 
the proposed provision to require inclusion on 
moving tickers of market identifiers for block 
trades. In their views, market identifiers are 
essential for monitoring executions and trends in 
purchases and sales, as well as identifying potential 
sources of supply and demand,'*° and are 
particularly useful to institutional investors.'*° Two of 
these commentators suggested that the 
Commission define a block trade as 5,000 shares or 
more,'®! and one commentator suggested a 
transaction of at least 10,000 shares should be 
followed by a market identifier..°* The NYSE 
indicated that it would support placing market 
identifiers on the consolidated tape for all or for at 
least block trades, (5,000 shares or more) if the 
other market centers agree.!°? 


2. Commission Response 


The Commission has consistently been of the belief 
that non-discriminatory market identifiers may be 
an important tool to investors and in encouraging 
competition among market centers.’* For these 





42See Rule 11Ac1-2(c)(2)(vi). 
143See Bunker Ramo Letter, supra note 48, at 6. 
44See Instinet Letter, supra note 48, at 4. 


45See GTE Letter, supra note 48, 5-6, Quotron Letter, 
supra note 48, at 4-5, and NASD Letter, supra note 
48, at 1. Although GTE’s initial suggestion was to 
have all market identifiers not serving a regulatory 
purpose deleted, GTE indicated that if vendors were 
permitted to display separately transaction 
intormation on an individual market basis, inclusion 
of market identifiers on consolidated displays 
should be a matter of each vendor's discretion. See 
GTE Letter, supra note 48, at 6. 


146See Reuters Letter, supra note 48, at 9. 
147See MSE Letter, supra note 48, at 1-2. 
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48See ITAC Letter, supra note 48, Jeffries Letter, 
supra note 48, and Republic Letter, supra note 48. 


'49See ITAC Letter, supra note 48, at 1-2. 


'0See Jeffries Letter, supra note 48; and Republic 
Letter, supra note 48. 


'51See ITAC Letter, supra note 48, at 1; and Republic 
Letter, supra note 48. 


'S2See Jeffries Letter, supra note 48. 

''3See NYSE Letter, supra note 48, at 10-11. 

'541m the Rule 11Ac1-2 Proposing Release, supra note 
19, at 28-29, 43 FR 50619, the Commission 
indicated that the advent of Rule 11Ac1-1 may have 


diminished the importance of transaction 
information to investors and that market identifiers 
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reasons, the Commission included within Rule 17a- 
15 the requirement that transaction information be 
accompanied by market identifiers.'!°° However, the 
CTA Plan required that all moving tickers be 
supplied only from the low speed data streams!*® 
which provide information to moving tickers at the 
rate of only 900 characters per minute.'*’ Because of 
the limitations of low speed data transmission, it 
became obvious that transaction information 
appearing on moving tickers could not include 
market identifiers on a ncn-discriminatory basis 
without unreasonably delaying the display of 
transaction information. As a result, the CTA 
instituted a manner of identifying markets of 
execution on moving ticker displays which 
differentiated between transactions executed in the 
primary markets and in other market centers. 
Primary market transactions which comprise the 
majority of reported transactions were not followed 
by any symbol, while transactions in other market 
centers were followed by an ampersand and a single 
alphabetic character identifying the market of 
execution.'°® By utilizing this method of market 
identification excessive delays were avoided on 
moving tickers. 


The regional exchanges and third market makers 
contended that this method of identification 
discriminated against their markets by 
differentiating the method of identifying transaction 
information emanating from their markets as 
compared to transaction information from primary 
markets.'*? In the course of discussions among 
various market centers negotiating with respect to 
tt 2 creation of the ITS, those market centers jointly 
requested that the Commission permit the deletion 
of market identifiers from the tape with respect to 
ITS participants by amending Rule 17a-15 or by 
granting an exemption from that rule.'® In 1978, the 
Commission issued an exemptive order from Rule 
17a-15 granting this request, conditioned on the 
prompt removal, as soon as technically possible, of 
all market identifiers.'©! The Commission stated in 
its order that such differentiated transaction 
reporting was inconsistent with the underlying 
purpose of a consolidated system.!® 


In adopting Rule 11Aa3-1 today, the Commission 
has created an opportunity to alter the environment 
in which transaction information is displayed. 
Specifically, Rule 11A3-1 permits the 





Footnote 154 Continued 


may not longer be a relevant tool to investors. Based 
on the nearly unanimous comment that transaction 
information and market identifiers continue to be 
essential sources from making investment 
decisions, the Commission has concluded that, 
absent other factors, transaction information, 
whether on moving tickers or interrogation devices, 
should include market identifiers. 


'°See Ruie 17a-15(b)(4). 


'SeSee Rule 11Aa3-1 Release, supra note 5, at text 
accompanying note 22. 


171d. at note 21. 


'8See Rule 11Aa3-1 Release, supra note 5, at note 
21. 


'"9See e.g., letter fror, Kenneth |. Rosenblum, Senior 
Vice-President and Cour:sel, MSE, to Douglas Scarff, 
Assistant Director, Division of Market Regulation, 
SEC, dated December 8, 1977; and Donald E. 
Weeden, President, Weeden & Co. to Harold M. 
Williams, Chairman, SEC, dated January 13, 1978. 
These letter are contained in File No. S7-759. 
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See Rule 11Acl-2, Proposal Release, supra note 
19, at 21-22, 43 FR at 50618. 


'e\See Securities Exchange Act Release No. 14662 
(April 14, 1978) (“Exemptive Order), 43 FR 17422. 
On April 17, 1978, the ITS began operations, and, 
simultaneously, CTA deleted market identifiers from 
all moving ticker displays with respect to 
transactions effected on all market centers having 
agreed to participate in ITS. On April 24, 1978, the 
CTA removed all remaining market identifiers from 
moving tickers. 


1e2See Exemptive Order, supra note 161, at 7,43 FR 
at 17423. The Exemptive Order was extended on 
August 11, 1978, Securities Exchange Act Release 
No. 15059 (August 11, 1978), 43 FR 36736 and on 
September 21, 1979, Securities Exchange Act 
Release No. 16216 (September 21, 1979), 44 FR 
56081. The most recent extension was_ until 
“January 31, 1983 or the date the Commission 
concludes its proceedings regarding proposed Rule 
11Aci-2. . . .” In concluding those proceedings 
today, the Commission has determined that after 
October 5, 1980, the effective date of paragraph 
(c)(2)(iv) of Rule 11Ac1-2. an exemption will no 
longer be necessary because the Rule does not 
require identifiers, but rather proscribes the manner 
in which identifiers may be employed. 
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retransmission of transaction information supplied 
by the high speed data stream via moving tickers. !® 
Moving tickers so created might not be subject to 
excessive reporting delays engendered by non- 
discriminatory identification of markets.!* 
Accordingly, the Commission has adopted the 
market identifier provision in modified form to 
reflect this changed environment. Thus, Rule 
11Ac1-2 precludes only the use of market identifiers 
for some, but not all, market centers and would 
permit the non-discriminatory use of market 
identifiers.'® Because the Commission believes that 
market identifiers provide useful information it 
urges vendors who are contemplating retransmitting 
transaction information to consider the feasibility of 
including market identifiers for all markets. 


The Commission recognizes that market identifiers 
provide especially valuable information with respect 
to certain types of transactions, most particularly 
block trades and the opening transaction on each 
exchange. Accordingly, Rule 11Ac1-2, as adopted, 
would also permit the non-discriminatory use of 
market identifiers on a moving ticker for any 
definable sub-set of transactions. The Commission 
believes that tickers fed by either the low or high 
speed data streams could incorporate market 
identifiers for at least opening and _ block 





163See Rule 11Aa3-1(e). 

1641t would appear particularly likely that, if vendors 
choose to retransmit transaction information to 
create a selective moving ticker, such a display 


would not be delayed by non-discriminatory 
identification of markets. 


6See Rule 11Ac1-2(b)(2)(iv). 

166See CBOE Letter, supra note 48, at 5; GTE Letter, 
supra note 48, at 5; and PSE Letter, supra note 48, at 
2. 


167See Quotron Letter, supra note 48, at 21, and text 
accompanying notes 87-89, supra. 


1686See NYSE Letter, supra note 48, at 5. 
169d. at 6. 


170See Bunker Ramo Letter, supra note 48, at 7. 
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transactions without substantial delays and urges 
both the CTA and any other vendor who constructs a 
ticker network to provide market identifiers for such 
transactions. 


Consolidated transaction information displayed on 
interrogation devices currently includes market 
identifiers on a nondiscrimnatory basis (i.e., all 
markets are identified by a symbol) without 
incurring delays in reporting because interrogation 
devices are supplied with transaction information 
via the high speed data stream. Because market 
identification may be included on consolidated 
displays without delay and in a non-discriminatory 
fashion and on the basis of the unanimous comment 
that market identifiers remain relevant to investors, 
the Rule will continue to require inclusion of market 
identifiers on the consolidated display. 


F. Access Procedures for Individual Market Displays 
1. Comments 


Three commentators supported the provision in the 
proposed Rule which would have required all 
individual market displays to be made available by 
access procedures involving an equal number of 
keystrokes. Those commentators contended that a 
non-discriminatory access procedure would 
diminish an unfair advantage provided to the 
primary markets.'® Other commentators vigorously 
opposed this provision. Quotron objected to this 
provision on the same basis as it objected to the 
consolidated information access provision (i.e., that 
ease of access would not dictate the frequency of 
recall of any display).'®*? The NYSE expressed 
concern that this provision would entail substantial 
expense which would be passed on to customers.'® 
Furthermore, the NYSE believed that the degree of 
perfection contemplated by the equal access 
provision could not be of major importance in “the 
overall scheme of things.”!° 


Bunker Ramo questioned the necessity of an equal 
keystroke requirement to recall individual market 
centers, since, in its view, individual market 
information would not be widely used because of the 
greater utility of consolidated data.'”° In addition, 
Bunker Ramo argued that because there is no 
mandatory provision requiring the display of 
individual market information, vendors would elect to 
delete displays which could not be modified to 
economically achieve full compliance in 
accordance with the equal keystroke provision. The 
effect of that determination by certain vendors 
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would reduce the availability of market information 
and would place those vendors at a competitive 
disadvantage.'”! Bunker Ramo recommended that 
the Commission consider a ‘substantial 
compliance” standard whereby the equal keystroke 
provision would require equal access for only a 
majority of securities.!’* 


2. Commission Response 


The Commission understands that certain vendors 
would be forced to incur substantial costs in order to 
provide for equal access to each individual market 
display currently made available by those vendors. If 
the Commission were to adopt this requirement, the 
Commission is concerned that vendors may elect to 
delete certain individual market displays rather than 
to incur the expense of providing equal access to all 
individual market displays. The Commission is also 
aware that, under present market conditions, 
primary market information may be more valuable 
to investors than information with respect to 
secondary markets. Accordingly, while the 
Commission believes that an easily accessible and 
useful display of consolidated informtion is integral 
to a national market system, it does not believe it is 
appropriate, at this time, to mandate requirements 
for individual market displays. The Commission 
anticipates that as a national market system 
continues to evolve present burdens on fair 
competition will be reduced. Increased competition 
between market centers will increase the value of 
market information disseminated from markets 
other than the primary market and in turn should 
increase investor demand for that information 





Vio. a 8. 
721d. at 8-9. By the phase “substantial compliance,” 
Bunker Ramo intended that vendors should only be 


required to provide equal access to indjvidual 
market displays for most reported securities. /d. 


73See Quotron Letter, supra note 48, at 10. 
74See Rule 11Ac1-2(a)(18). 

178See NYSE Letter, supra note 48, at 25-27. 
176See Rule 11Ac1-2(f). 


177See NYSE Letter, supra note 48, at 217. 


'78See Rule 11Ac1-2(a)(1). 
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Accordingly, in light of the costs which may be 
associated with an equal access requirement for all 
individual markets, the Commission believes that 
changes in these access procedures should result 
from the competitive demands of the marketplace 
rather than Commission rulemaking. 


Il. TECHNICAL COMMENTS 


In additioin to the foregoing, the Commission has 
received a number of comments addressing certain 
technical aspects of the Rule. 


A. Quotron noted that the term “market information” 
as used in paragraph (b)(2)(v) of proposed Rule 
11Ac1-2, which would require the inclusion of all 
categories of market information appearing on 
displays of individual transaction information on 
displays of consolidated transaction information, is 
not defined, and thus could be interpreted to include 
only transaction and quotation information and any 
information derived from such transaction and 
quotation information, but not such information as 
dividends, earnings, news alerts and net change.'”° 
The Commission has added a definition of the term 
market information to paragraph (a) of the Rule that 
includes all collateral information relating to a 
security including dividends, earnings, news alerts 
and time of most recent change.‘ 


B. The NYSE noted that although the term “vendor” 
as defined in paragraph (a)(12) of proposed Rule 
11Ac1-2 excepts securities information processors 
and exchanges with respect to the dissemination of 
transaction and quotation information on the trading 
floor of any exchange, paragraph (e) of the proposed 
rule, which applies to brokers and dealers, could be 
understood to regulate the maintenance of trading 
floor displays by specialists.'’” Rule 11Ac1-2, as 
adopted, has been clarified to except from its 
requirements all displays on the trading floor of an 
exchange and displays operated by self-regulatory 
organizations solely for surveillance and monitoring 
purposes.!”6 


C. The NYSE also pointed out that paragraph (a)(16) 
of the proposed Rule, which defines the term 
“moving ticker,” is superfluous since proposed Rule 
11Ac1-2(a)(1) defines “moving ticker’ as having the 
meaning provided in Rule 11Aa3-1.!’” Rule 11Ac1-2 
has been revised to cross-reference all definitions of 
terms already defined in Rule 11Aa3-1.'”8 


D. Both Quotron and the NYSE indicated that the 
definition of the term “vendor” in paragraph (a)(12) 
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of the proposed Rule, which includes any securities 
information processor or self-regulatory 
organization engaged in the business of 
disseminating transaction and quotation 
information to brokers or dealers on a real-time or 
other current and continuing basis, would exclude 
the operation of press association and displays of 
information directly to investors.'”? With respect to the 
comment regarding the applicability of the Rule to 
press associations, the Commission notes that press 
associations which act as securities information 
processors are considered vendors for purposes of 
Rule 11Acl-2. With respect to the applicability of 
Rule 11Ac1l-2 to displays of market information 
shown to investors, the Commission has added to 
the definition of vendor distribution of information to 
investors. 8° 


E. The NYSE indicated that the term “make 
available” in Rule 11Ac1-2 is assigned the definition 
in Rule 11Ac1-1(a)(7) but is not used in a manner 
consistent with that definition throughout Rule 
11Ac1-2.'® Rule 11Acl-2 has been revised to use 
the term “make available” consistent with the 
definition in Rule 11Ac1-1. 


F. The NYSE pointed out that the term “market 
center’ is defined in proposed Rule 11Ac1-2(a)(14) 


to mean, with reference to the third market, an 
individual third market maker. As that term is used 
in proposed Rule 11Ac1-2(b)(2)(ii) vendors would 
have to identify transactions by individual third 
market makers, rather than merely as “third market 
transactions.”!®* Rule 11Acl-2 has been modified 
from its proposed form to permit identification of 
third market transactions as third market 
transactions without identifying the individual 
market maker responsible for the transaction.!*? 





'79See Quotron Letter, supra note 48, at 11, and NYSE 
Letter, supra note 48, at 27-28. 


Rule 11Ac1-2(a)(2). 

‘8d. at 28. 

et ied. 

'63See Rule 11Ac1-2(b)(2)(iv). 

'84See Quotron Letter, supra note 48, at 11-14. 


'8Cf, Rule 11Acl-1 Release, supra note 15, at 38 
n.48, 43 FR at 4347 n.48. 
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G. Quotron suggested that, as a policy matter, 
certain categories of information should not be 
required on the consolidated display. Quotron 
argued that the inclusion of net change on the 
consolidated display may be misleading because it 
is significantly affected by the disparate hours of 
trading of reporting market centers. For example, an 
unusual trade in the third market after 4:00 p.m. 
may become the basis for establishing net change 
the following day. In addition, in Quotron’s view, the 
opening price should not be reported on the 
consolidated display because the opening price for 
the consolidated display would be arbitrarily 
determined by the first market to open. Finally, 
Quotron suggested that the existence of an unusual 
market condition, such as a regulatory halt in an 
individual market, would appear to be relevant only 
to the display of information from that market, not to 
the consolidated display.'* 


The Commission believes that none of the three 
categories of information discussed by Quotron 
should be excepted from the equal categories of 
information requirement. First, both net change and 
opening price are useful to investors in determining 
daily trends in market. Quotron’s argument that 
these two categories are relevant only to individual 
market displays is based on the assumption that 
investors will only find valuable information 
regarding price trends on an individual market 
basis. However, the Commission believes that as 
current national market facilities are enhanced and 
new facilities are developed, subscribers to 
interrogation devices will choose to use consolidated 
transaction and quotation information to make their 
trading decisions. As aresult, trends in the securities 
market after the close of the primary and most 
secondary exchanges and the opening price in any 
security in any one day on a system wide basis is 
important to investors and may become more 
important as a national market system evolves. 
Finally, although unusual market condition 
generally only relates to a single market, the 
Commission believes that this information is 
important to investors and is necessary to inform 
subscribers who recall the consolidated information 
display in their trading that there are markets not 
disseminating quotations or that Guotations from 
certain markets may not be firm.'* 


IV. EFFECTS ON COMPETITION 
Section 23(a)(2) of the Act requires the 


Commission, in adopting rules under the Act, to 
consider the anti-competitive effects of such 
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regulation and to balance any anti-competitive 
impact against the regulatory benefits gained in 
terms of furthering the purposes of the Act. 


In the Rule 11Acl-2 Proposal Release, the 
Commission requested that commentators should 
specifically address the competitive impact of Rule 
11Ac1-2.'* 


A. Comments 


Quotron contended that in order to determine 
whether the benefits sought to be achieved by the 
adoption of Rule 11Acl-2 outweigh the 
anticompetitive effects of the Rule, it is necessary to 
identify the group to be benefitted. Quotron argued 
that current trading patterns make primary market 
information the most germane to investors and that 
the Rule would therefore be contrary to the interest 
of investors by making primary market information 
more difficult to retrieve. '®’ 


Reuters contended that the adoption of Rule 11Ac1- 
2 would hinder competition “by an aggressive firm 
trying to introduce a technologically more advanced 
and more efficient system to such industry.”!® In 
addition, Reuters argued that the expense that would 
be incurred in complying with the Rule could cause 
vendors to withdraw from the securities information 
industry, thus resulting in further concentration of 





'86See Rule 11Ac1-2 Proposal Release, supra note 
19, at 81, 43 FR at 50627. 


'87S$ee Quotron Letter, supra note 48, at 19-22. 
188See Reuters Letter, supra note 48, at 7. 
189/qd. at 12. 


‘See GTE Letter, supra note 48, at 3. 


‘See text accompanying notes 101-111, supra. 
With respect to Reuter’s arguement that the Rule will 
deter its entry into the industry, as previously 
indicated, the Commission will consider providing 
exemptive relief to permit Reuters to combine 


primary and _ consolidated 
display, see note 96, infra. 


information in one 


'92See e.g., Quotron Letter, supra note 48, at 2; and 
GTE Letter, supra note 48, at 3. 


'3Quotron Letter, supra note 
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that industry,!® and deterring potential vendors 
from entering the industry. 


GTE indicated that the current unregulated 
environment has fostered competition by vendors 
on the bsis of price, quality of service and product 
innovation. The imposition of the restrictions of Rule 
11Acl-2 would, according to GTE, “place a 
competitive straight jacket on vendors” and “leave 
price as the only viable method of competition, 
which would lead to technological stagnation, and 
make the industry an unattractive candidate for new 
investment.”!%° 


B. Commission Response 


Rule 11Acl-2 does not require vendors to apply 
novel techniques to the display of market 
information. Instead, the Rule merely requires that 
each vendor's existing methods of retrieval and 
mode of display of individual market information be 
applied to the method of retrieval and mode of 
display of consolidated market information.'? In 
addition, the Rule does not impede competition in 
the types of services or products which may be 
offered by vendors, such as Statistical data, 
monitoring and self-programming capabilities. Rule 
11Acl-2 does further the Congressional mandate 
under Section 11A(a) to establish a national market 
system and the Commission's authority under 
Section 11A(c) under the Act to assure prompt, 
accurate, reliable and fair publication of transaction 
and quotation information in a fair and useful 
format. For the reasons expressed in this release, the 
Commission finds that Rule 11Acl-2 does not 
impose a burden on competition which is neither 
necessary nor appropriate in furtherance of the 
purposes of the Act. 


V. EFFECTIVE DATE OF RULE 11Ac1-2 


Rule 11Acl-2, as proposed, was scheduled to 
become effective on March 1, 1979. A number of 
commentators argued that a March 1 effective date, 
assuming that there would be a two and one-half 
month period following adoption, was unrealistic. !% 
in addition, Quotron argued for a phased 
implementation of the Rule so that the effective date 
of provisions of the Rule which could be easily 
complied with by vendors need not be held up by 
other provisions which might require more extensive 
changes in vendor systems.!% 


In light of these comments, the Commission has 
determined to implement the Rule on a phased 
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hasis. Certain parts of the rule which incorporate 
.ertain display requirements contained in Rule 17a- 
15 and address the use of market identifiers do not 
require any changes in existing display systems and 
therefore those portions of the Rule shall be effective 
on April 5, 1980. The Rule’s requirement that 
NASDAQ Level 1 display the best bid and offer rather 
than the RBA shall be effective on July 5, 1980.'% 
Finally, the Commission has determined that the 
consolidated quotation, key stroke and equal 
categories requirements of the Rule shall not 
become effective until October 5, 1980.!% 


ll. TEXT OF RULES 


The Commission hereby amends Title 17, Chapter ll, 
of the Code of Federal Regulations by adding 
§240.11Ac1-2 to read as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


§240.11Ac1-2 Display of transaction reports, last 
sale data and quotation information. 


(a) Definitions. For purposes of this section, 


(1) The terms “transaction report,” “effective 
transaction reporting plan,” “non-member broker or 
dealer,” “moving ticker,” “last sale data,” “market 
minder” and “interrogation device” shall have the 
meaning provided in §240.11Aa3-1 (Rule 11Aa3-1 
under the Act). 


(2) The term “vendor” shall mean any securities 
information processor engaged in the business of 
disseminating transaction reports, last sale data or 
quotation information with respect to subject 
securities to brokers, dealers or investors on a real- 
time or other current and continuing basis, whether 
through an electronic communications network, 
moving ticker or interrogation device. 


(5) The term “NASDAQ” shall mean the electronic 
inter-dealer quotation system owned and operated 
by NASDAQ, Inc., a subsidiary of the National 
Association of Securities Dealers, Inc. 





194The Commission has been informed by the NASD 
that it has completed any technical changes needed 
disseminate the best bid and offer on NASDAQ Level 
1. 


See Rule 11Ac1-2(h). 
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(4) The term “subject security” shall mean 
(i) any reported security; and 


(ii) any other equity security as to which transaction 
reports, last sale data or quotation information is 
disseminated through NASDAQ. 


(5) The terms “quotations” and ‘quotation 
information” shall mean bids, offers and, where 
applicable, quotation sizes and aggregate quotation 
sizes. 


(6) The terms “bid” and “offer” shall, 
(i) in the case of a reported security, have the 


meaning provided in §240.11Ac1-1 (Rule 11Ac1-1 
under the Act); and 


(ii) in the case of any subject security other than a 
reported security, mean the most recent bid price or 
offer price of an over-the-counter market maker 
disseminated through Level 2 or 3 of NASDAQ. 


(7) The terms “quotation size,” “aggregate quotation 
size,” “third market maker” and “make available” 
sha!l have the meaning provided in §240.11Ac1-1 
(Rule 11Ac1-1 under the Act). 


(8) The term “consolidated display” shall mean, with 
respect to a particular reported security, 


(i) any display (other than a moving ticker or market 
minder) of transaction reports for such security from 
all reporting market centers; 


(ii) any display (other than a moving ticker or market 
minder) of last sale data for such security, or 
information derived therefrom, based on transaction 
reports from all reporting market centers; or 


(iii) any display of quotation information for that 
security based on quotations from all reporting 
market centers. 


(9) The term “consolidated price,” when used with 
respect to a particular reported security, shall mean 
the price of the most recent transaction report for 
that security reported pursuant to any effective 
transaction reporting plan. 


(10) The term “consolidated volume,” when used 


with respect to a particular reported security, shall 
mean the volume of the most recent transaction 
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report for that security reported pursuant to any 
effective transaction reporting plan. 


(11) The term “cumulative consolidated volume,” 
when used with respect to a particular reported 
security, shall mean the cumulative volume of all 
transaction reports for that security reported 
pursuant to any effective transaction reporting plan 
during a particular trading day. 


(12) The term “individual market center display” 
shall mean, with respect to a particular reported 
security, 


(i) any display (other than a moving ticker or market 
minder) of transaction reports for such security from 
a particular market center; 


(ii) any display (other than a moving ticker or market 
minder) of last sale data for such security, or 
information derived therefrom, based on transaction 
reports from a particular reporting market center; or 


(iii) any display of quotation information for that 
security based on quotations from a particular 
reporting market center. 


(13) The term “over-the-counter market maker” 
shall mean, with respect to any subject security 
other than a reported security, any broker or dealer 
which holds itself out as being willing to buy and sell 
such security on a regular and continuous basis 
otherwise than on an exchange in amounts of less 
than block size. 


(14) The term “reporting market center” shall mean, 
(i) with respect to a reported security, 


(A) any national securities exchange (“exchange”) 
on which, or through whose facilities, transactions in 
such security are executed and which collects, 
processes and makes available transaction reports 
with respect to transactions in such security on a 
current basis pursuant to §240.11Aa3-1 (Rule 
11Aa3-1 under the Act); and 


(B) any person acting in the capacity of a third 
market maker with respect to such security which 
reports transactions in such security to a national 
securities association on a current basis pursuant to 
§240.11Aa3-1 (Rule 11Aa3-1 under the Act) and 
disseminates quotations in such security pursuant 
to §240.11Ac1-1 (Rule 11Ac1-1 under the Act); and 
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(ii) with respect to a subject security other than a 
reported security, any person acting in the capacity 
of an over-the-counter market maker who is 
authorized to disseminate quotations in such 
security, through NASDAQ, and who makes such 
quotations available through that system on a 
regular and continuous basis. 


(15) The terms “best bid” and “best offer” shall 
mean, 


(i) with respect to quotations for a reported security, 
the highest bid or lowest offer for that security made 
available by any reporting market center pursuant to 
§240.11Acl1-1 (Rule 11Acl-1 under the Act) 
(excluding any bid or offer made available by an 
exchange during any period such exchange is 
relieved of its obligations under paragraphs (b)(1) 
and (2) of §240.11Ac1-1 by virtue of subparagraph 
(b)(3)(i) thereof); Provided, however, That in the 
event two or more reporting market centers make 
available identical bids or offers for a reported 
security, the best bid or best offer (as the case may 
be) shall be computed by ranking all such identical 
bids or offers (as the case may be) first by size 
(giving the highest ranking to the bid or offer 
associated with the largest size), then by time (giving 
the highest ranking tothe bid or offer received first in 
time); and 


(ii) with respect to quotations for a subject security 
other than a reported security, the highest bid or 
lowest offer (as the case may be) for such security 
disseminated by an over-the-counter market maker 
in Level 2 or 3 of NASDAQ. 


(16) The term “quotation montage” shall mean, with 
respect to a particular subject security, a display on 
an interrogation device which disseminates 
simultaneously quotations in that security from all 
reporting market centers. 


(17) The term “representative bid or offer” shall 
mean any number representing a bid price or an 
offer price (as the case may be) for a particular 
subject security which is (i) the mean, median, 
mode or weighted average of two or more bids or 
offers of reporting market centers in such security, 
(ii) calculated with reference to or derived from any 
such mean, median, mode or weighted average, or 
(iii) calculated by adding to or subtracting from the 
bid or offer of any reporting market center in such 
security any number representing a commission, 
commission equivalent, mark-up or differential. 
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(18) The term “market information,” when used with 
respect to an individual market center display or a 
consolidated display for a particular reported 
security, shall mean (i) any transaction reports or 
last sale data, or information derived therefrom, 
contained in any such display, (ii) any quotation 
information contained in any such display, and 
(iii) any other category of information contained in 
any such display which relates to the particular 
reported security involved, including, but not limited 
to, annual or periodic dividend, ex-dividend date, 
time of most recent trade and news dissemination. 


(19) The term “market linkage system” shall mean 
any communications and data processing facility 
which permits orders for the purchase and sale of a 
subject security to be transmitted from one 
reporting market center to another such reporting 
market center. 


(20) The term “reported security” shall mean any 
security or class of securities for which transaction 
reports are collected, processed and made available 
pursuant to an effective transaction reporting plan 


(b) Display requirements for transaction reports and 
last sale data. 


(1) No vendor shall distribute, publish, display or 
otherwise provide to brokers and dealers on a real- 
time or other current and continuing basis, whether 
through an electronic communications network, 
moving ticker or interrogation device, transaction 
reports, last sale data or market information in 
contravention of the provisions of this section. 


(2) On and after the effective date of this section, the 
following requirements shall be applicable to the 
display of transaction reports, last sale data or 
market information with respect to reported 
securities: 


(i) If transaction reports or last sale data with respect 
to a particular reported security are provided by a 
vendor on an interrogation device, such vendor shall 
provide on that device a consolidated display of 
tranSaction reports or last sale data for such security 
which shall include, at a minimum, (A) the 
consolidated price for such security, (B) the 
consolidated volume or cumulative consolidated 
volume for such security, and (C) an identifier 
indicating the reporting market center associated 
with such consolidated price and consolidated 
volume (the “consolidated last sale display”). 
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(ii) The consolidated last sale display shall be 
accessed by means of retrieval instructions 
involving a number of key strokes which is fewer 
than the number of strokes required to access any 
individual market center display of transaction 
reports or last sale data provided on that device for 
such security; Provided, however, That, 
notwithstanding the above requirement, a vendor 
may provide on that device both the consolidated 
last sale display and any such individual market 
center displays made available for such security by 
means of retrieval instructions involving an equal 
number of key strokes if the information request or 
transmit key for the consolidated last sale display is 
the most prominent. 


(iii) Subject to the provisions of subparagraph 
(b)(2)(ii) of this section, a vendor may provide on an 
interrogation device an individual market center 
display of transaction reports or last sale data for a 
particular reported security for any reporting market 
center in such security. 


(iv) No moving ticker may include an identifier 
indicating the reporting market center associated 
with a particular transaction report with respect toa 
reported security unless such moving ticker 
includes identifiers for all transaction reports for 
such security (or an identifiable subset of all such 
transaction reports) from all reporting market 
centers in that security in a non-discriminatory 
manner. 


(v) No moving ticker or consolidated last sale display 
may exclude any transaction report or last sale data 
based upon the market center in which atransaction 
has been executed. 


(vi) No vendor may provide any category of market 
information in an individual market center display 
for a particular subject security unless that category 
of market information is also provided, on a 
consolidated basis, as part of the consolidated last 
sale display for that security; Provided, however, 
That a vendor may delete from such consolidated 
last sale display up to three categories of information 
if such deletion is necessary to accommodate the 
display of any market identifiers required by this 
section. 


(vii) Transaction reports and last sale data from all 
reporting market centers which are third market 
makers may be identified in a consolidated last sale 
display or a moving ticker by a single identifier 


SEC DOCKET/687 





without identification of the individual third market 
maker associated with such transaction report or 
last sale data. 


(c) Display requirements for quotation information. 


(1) No vendor shall distribute, publish, display or 
otherwise provide to brokers and dealers on a real- 
time or other current and continuing basis, whether 
through an electronic communications network, 
moving ticker or interrogation device, quotation 
information with respect to subject securities in 
contravention of the provisions of this section. 


(2) On and after the effective date of this section, the 
following requirements shall be applicable to the 
display of quotation information with respect to 
subject securities: 


(i) If quotation information with respect to a 
particular subject security is provided by avendor on 
an interrogation device, such vendor shall provide on 
that device a consolidated display of quotation 
information for such security (the ‘consolidated 
quotation display’) which shall include, at a 
minimum, 


(A) the best bid and best offer for such security and, 
in the case of a reported security, (1) identifiers 
indicating the reporting market center making 
available such best bid and the reporting market 
center making available such best offer and (2) the 
quotation size or aggregate quotation size 
associated with such best bid and the quotation size 
Or aggregate quotation size associated with such 
best offer, or 


(B) a quotation montage for that security. 


(ii) The consolidated quotation display shall be 
accessed by means of retrieval instructions 
involving a number of key strokes which is fewer 
than the number of strokes required to access any 
individual market center quotation display provided 
on that device by such vendors for such security; 
Provided, however, That, notwithstanding the above 
requirement, a vendor may provide on that device 
both the consolidated quotation display and any 
individual market center display of quotation 
information provided for such security by means of 
retrieval instructions involving an equal number of 
key strokes if the information request or transmit key 
for the consolidated quotation display is the most 
prominent. 


(iii) Subject to the provisions of subparagraph 
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(c)(2)(ii) of this section, a vendor may provide on an 
interrogation device 


(A) an individual market center display of quotation 
information for a particular subject security for any 
reporting market center in such security; or 


(B) either separately or as the consolidated 
quotation display, a quotation montage for that 
security. 


(iv) No consolidated quotation display or separate 
quotation montage provided on an interrogation 
device may exclude any quotation information 
based upon the market center making available 
such information; Provided, however, That for 
purposes of providing the consolidated quotation 
display or a separate quotation montage for any 
reported security, quotation information from all 
reporting market centers which are third market 
makers may be consolidated to derive a best bid and 
offer for all such market centers if such interrogation 
device is capable of displaying, either separately or 
as part of the consolidated quotation display or 
separate quotation montage, (A) identifiers 
indicating the reporting market center making 
available such best bid and the reporting market 
center making available such best offer, and (B) the 
quotation size associated with both such best bid 
and best offer. 


(v) Each individual market center display of 
quotation information or separate quotation 
montage for a particular reported security shall 
include the quotation size or aggregate quotation 
size associated with each bid or offer disseminated 
as part of such display or montage. 


(vi) No vendor may provide on any interrogation 
device a representative bid or offer with respect to 
any subject security. 


(d) Joint display of transaction reports and quotation 
information. 


Subject to the provisions of paragraphs (b)(2)(ii) and 
(c)(2)(i1) of this section regarding the means of 
access to consolidated last sale displays and 
consolidated quotation displays, a vendor may 
combine the consolidated last sale display and the 
consolidated quotation display for a particular 
subject security. 


(e) Applicability to brokers and dealers. Subject to 
the provisions of paragraph (f) of this section, no 
broker or dealer may operate or maintain any display 
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of transaction reports, last sale data, quotation 
information or market information which would not 
be permitted to be provided by a vendor under 
paragraph (b) or (c) or this section. 


(f) Exchange or market linkage system displays. 


The provisions of this section shall not apply to: 


(1) the dissemination or display of transactions 
reports, last sale data, quotation information or 
market information on the trading floor or through 
the facilities of an exchange, (2) any display of 
transaction reports, last sale data, quotation 
information or market information operated or 
maintained by a self-regulatory organization for 
monitoring or surveillance purposes, or (3) any 
display of transaction reports, last sale data or 
quotation information in connection with the 
operation of a market linkage system implemented 
in accordance with a plan approved by the 
Commission pursuant to Section 11A(a)(3)(B) of the 
Act. 


(g) Exemptions. The Commission may exempt from 
the provisions of this section, either unconditionally 
or on specified terms and conditions, any securities 
information processor, self-regulatory organization, 
broker, dealer or specified subject security if the 
Commission. determines that such exemption is 
consistent with the public interest, the protection of 
investors and the removal of impediments to, and 
perfection of the mechanisms of, a national market 
system. 


(h) Effective date. The effective date of this section 
shall be April 5, 1980, and except for subparagraph 
(c)(2)(vi), which shall become effective on July 5, 
1980, and subparagraphs (b)(2)(ii), (b)(2)(vi) and 
(c)(2)(i), (ii), (iv), (v) which shall become effective 
on October 5, 1980. 


(Secs. 2, 3, 6, 9, 10, 15, 17 and 23, Pub. L. No. 78- 
291, 48 Stat. 881, 882, 885, 889, 891, 895, 897 and 
901, as amended by Secs. 2, 3,4, 11, 14 and 18, Pub. 
L. No. 94-29, 89 Stat. 97, 104, 121, 137 and 155(15 
U.S.C. §§78b, 78c, 78f, 78i, 78), 780, 78g and 78w); 
Sec. 15A, as added by sec. 1, Pub. L. No. 75-719, 52 
Stat. 1070, as amended by sec. 12, Pub. L. No. 94- 
29, 89 Stat. 127 (15 U.S.C. §78-3); Sec. 11A, as 
added by sec. 7, Pub. L. No. 94-29, 89 Stat. 111 (15 
U.S.C. §78k-1). 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16591/February 20, 1980 


Program for Allocating Regulatory Responsibilities 
Pursuant to Rule 17d-2 


Notice of Proposed Filing of Amendments to the 
NASD/BSE, NASD/CSE, NASD/MSE, and 
NASD/PSI Plans 


(File Nos. 4-196, 4-273, 4-274, 4-267) 


In Securities Exchange Act Release No. 15191 
(September 26, 1978),' the Commission approved 
on provisional basis the plans for allocating 
regulatory responsibilities (the “allocation plans”) 
filed pursuant to Rule 17d-2 (17 CFR 240.17d-2) by 
the National Association of Securities Dealers, Inc. 
(“NASD”) in conjunction with the Boston Stock 
Exchange, Inc. (“BSE”), Cincinnati Stock Exchange, 
Inc. (“CSE”), Midwest Stock Exchange, Inc. (“MSE”), 
and the Pacific Stock Exchange, Inc. (“PSE”) (with 
the NASD, the “parties”).2 The Commission 
conditioned its further consideration of these plans 
on, among other things, the filing of certain 
amendments to them. 


The amendments to the allocation plans filed by the 
NASD in conjunction with each of the exchanges will 
apply to each member of the applicable exchange 
which is now or is in the future designated to be 
inspected for compliance with applicable financial 
responsibility rules (a “designated member”) by the 
NASD pursuant to Rule 17d-1 (17 CFR 240.17d-1) 
under the Securities Exchange Act of 1934. 


The amendment to the allocation plan filed by the 
NASD and the BSE provides that, should a dispute 





143 FR 46093 (October 5, 1978). Originally approved 
for 270 days, the Commission subsequently 
extended the period of provisional approval until 
January 1, 1980, in Securities Exchange Act Release 
No. 15941 (June 21, 1979). Because certain 
amendments to the plans and supplementary 
material had not been completed, the Division of 
Market Regulation, pursuant to delegated authority, 
extended the period of provisional approval until 
April 5, 1980, in Securities Exchange Act Release 
No. 16462 (January 2, 1980). 


The Commission has published notice of the terms 
of these plans in Securities Exchange Act Release 
No. 14094 (October 25, 1977), 42 FR57197 (1977). 
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arise between the parties concerning their 
obligations under the plan, such dispute shall be 
settled by arbitration in accordance with the rules of 
the American Arbitration Association. 


The amendment to the allocation plan filed by the 
NASD and the CSE provides the identical arbitration 
clause as that submitted by the NASD and the BSE 
as noted above. 


The amendment to the alloction plan filed by the 
NASD and the MSE provides the following: 1) an 
explanation of certain terms used in the plan and a 
description of the regulatory responsibilities of the 
NASD under the plan; 2) the NASD shall be 
responsible for reviewing and taking action on 
customer complaints; 3) the NASD shall review the 
advertising of dual members in accordance with 
applicable NASD rules; 4) the NASD and MSE shall 
not be restricted in conducting special examinations 
of dual members; 5) should a dispute arise between 
the parties concerning their obligations under the 
plans, the parties shall submit to arbitration; and 6) 
the NASD will impose no charge for their 
responsibilities to the MSE under this plan for at 
least three years beginning September 16, 1977, 
without giving the MSE notice and opportunity to 
terminate the agreement. 


The amendment to the allocation plan filed by the 
NASD and the MSE provides the following: 


1) an explanation of certain terms used in the plans 
and a description of the regulatory responsibilities of 
the NASD under the plan; 2) the NASD shall be 
responsible for reviewing and taking action on 
customer complaints; 3) the NASD shall review the 
advertising of dual members in accordance with 
applicable NASD rules, provided that that portion of 
the PSE rules which requires that advertisments by 
PSE member firms refer to the PSE when reference is 
made to membership in any securities exchanges 
shall remain in effect as to dual members subject to 
the plan; 4) the NASD and PSE shall not be restricted 
in conducting special examinations of dual 
members; 5) should a dispute arise between the 
parties concerning their obligations under the plans, 
the parties shall submit to arbitration; and 6) the PSE 
agrees to pay the NASD a quarterly fee. 


In order to assist the Commission in determining 
whether to approve these plans amended as des- 
cribed herein and to relieve the BSE, CSE, MSE and 
PSE of the responsibilities which would be assigned 
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to the NASD, interested persons are invited to 
submit written data, views and arguments 
concerning the submissions within thirty (30) days 
of the date of publication of this notice in the Federal 
Register. Persons wishing to comment should file six 
(6) copies thereof with the Secretary of the 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to file Nos. 4- 
196, 4-273, 4-274, 4-267. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16592/February 20, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL SECURITIES CLEARING 
CORPORATION (File No. SR-NSCC-77-5) 


The National Securities Clearing Corporation 
(“NSCC”) submitted on February 6, 1980, as an 
amendment to a proposed rule change filed 
pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934, an interface agreement 
between NSCC and the Cincinnati Stock Exchange 
dated December 24, 1979. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
February 25, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-77-5. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 
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For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16593/February 21, 1980 


Impact of the Antibribery Prohibitions in Section 30A 
of the Securities Exchange Act of 1934 


ACTION: Request for public comment. 





See, e.g., S. Rep. No. 95-114, 95th Cong., 1st Sess. 
(1977); H.R. Rep. No. 95-640, 95th Cong., lst Sess. 
(1977); H.R. Rep. No. 95-831, 95th Cong., 1st Sess. 
(1977); S. Rep. No. 94-1031, 94th Cong., 2d Sess. 
(1976); Hearings on Political Contributions to Foreign 
Governments Before the Subcommittee on 
Multinational Corporations of the Senate Committee 
on Foreign Relations, 94th Cong., lst Sess., Pt. 12 
(1975); Hearings on the Activities of American 
Multinational Corporations Abroad Before the 
Subcommittee on International Economic Policy of 
the House Committee on International Relations, 
94th Cong., lst Sess. (1975); Prohibiting Bribes to 
Foreign Officials, Hearing Before the Committee on 
Banking, Housing and Urban Affairs, U.S. Senate, 
94th Cong. 2d Sess. (1976); Foreign Payments 
Disclosure, Hearings Before the Subcommittee on 
Consumer Protection and Finance of the Committee 
on Interstate and Foreign Commerce, House of 
Representatives, 94th Cong., 2d Sess. (1976); 
Foreign Corrupt Practices and Domestic and Foreign 
Investment Disclosure, Hearing Before the 
Committee on Banking, Housing and Urban Affairs, 
U.S. Senate, 95th Cong., lst Sess. (Mar. 16, 1977); 
Unlawful Corporate Payments Act of 1977, Hearings 
Before the Committee on Consumer Protection and 
Finance of the Committee on Interstate and Foreign 
Commerce, House of Representatives, 95th Cong., 
lst Sess. (1977). 


Pub. L. 95-213, 91 Stat. 1494. 

3S. Rep. No. 95-114, supra note 1, at 4; accord 13 
Weekly Compilation of Presidential Documents 
1909 (Dec. 21, 1977). 
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SUMMARY: The Securities and Exchange 
Commission is requesting public comment from 
issuers and other interested persons regarding the 
impact and operation of Section 30A of the 
Securities Exchange Act of 1934. That provision, 
which was enacted as part of the Foreign Corrupt 
Practices Act, prohibits registered issuers from 
using any means or instrumentality of interstate 
commerce in furtherance of any corrupt offer, 
payment, gift, promise to pay or give, or 
authorization of any payment of gift to foreign 
officials and certain other persons. The Commission 
is seeking to understand and evaluate any questions 
or concerns which may have arisen since the 
enactment of Section 30A. 


DATE: Comments should be received by the 
Commission before the close of business on June 
30, 1980. 


ADDRESSES: Comments must be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-822. Unless 
confidential treatment is granted (see note 28, 
infra), all comments received will be available for 
public inspection and copying in the Commission’s 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Nicholas 
Gimbel, Office of the General Counsel (202-272- 
2438), Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.G. 20549. 


SUPPLEMENTARY INFORMATION: 


|. Origin and Structure of Section 30A of the 
Securities Exchange Act 


Two years ago, after extensive study of the issues 
surrounding illegal or improper payments 
emanating from American corporations in 
connection with their overseas business,' Congress 
enacted the Foreign Corrupt Practices Act of 1977.’ 
The Senate Committee in which the legislation 
originated described the Act as a “strong antibribery 
law” and recommended its passage because of the 
need “to bring these corrupt practices to a halt and to 
restore public confidence in the integrity of the 
American business system.”? The legislative history 
makes clear that Congress viewed corporate bribery 
of foreign officials as unwise from a business 
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standpoint, unethical, inimical to the principles of 
free and fair competition, and a threat to the conduct 
of the Nation's foreign policy.® 


In contrast, the Commission's interest in improper 
corporate payments was premised on concerns 
grounded in the federal securities laws. From the 
Commission’s perspective, the problem was 
analyzed principally as one of disclosure—whether 
questionable payments and related recordkeeping 
practices were appropriately disclosed to investors 
under existing law. The Commission's experience 
with these issues also served to focus attention on 
the broader question of whether improper payments 
were symptomatic of weaknesses in the corporate 
accountability mechanisms which undergird the 
disclosure requirements of the federal securities 
laws.® 


The Foreign Corrupt Practices Act addressed both 
the issue of specific questionable foreign payments 
and the broader problem of strengthening corporate 
accountability mechanism. First, pursuant to the 
Commission's recommendations,’ Section 102 of 
the Act amended Section 13(b) of the Securities 
Exchange Act of 1934 to require issuers subject 


to the registration and reporting provisions of that Act 
“to make and keep books, records and accounts 
which, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the 
assets of the issuer.”® Further, the Act requires such 
issuers to “devise and maintain a system of internal 
accounting controls sufficient to provide reasonable 
assurances” that certain specified objectives are 
attained. The Commission has implemented these 
“accounting provisions” through rulemaking 
designed to prohibit individuals from falsifying 
corporate records or misleading accountants?° and 
the filing of several enforcement actions.'' In 
addition, the Commission is considering a proposal 
which, if adopted, would require annual 
management reports to shareholders concerning 
the issuer’s systems of internal accounting 
controls. ?? 


Second, Sections 103 and 104 of the Foreign Corrupt 
Practices Act—provisions which the Commission 
recognized as raising broad national issues 
committed to Congress’ judgment!?—created direct 
prohibitions against certain payments to the officials 
of foreign governments. Section 30A of the 
Securities Exchange Act of 1934,'* enacted by 





*See S. Rep. No. 95-114, supra note 1, at 4-5; H.R. 
Rep. No. 95-640, supra note 1, at 4-5. 


5See S. Rep. No. 95-114, supra note 1, at 4-5; H.R. 
Rep. No. 95-640, supra note 1, at 5. 


*See generally Report of the Securities and Exchange 
Commission on Questionable and Illegal Corporate 
Payments and Practices Submitted to the 
Committee on Banking, Housing and Urban Affairs, 
United States Senate (May 12, 1976), reprinted in 
642 CCH Fed. Sec. L. Rep., Pt. Il (May 19, 1976). 


"Id. at 66. 


®Section 13(b)(2)(A) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78m(b)(2)(A). 


‘Id., Section 13(b)(2)(B),15 U.S.C. 78m(b)(2)(B). 


!0See Securities Exchange Release No. 15570 (Feb. 
15, 1979), 16 SEC Docket 1143, 44 FR 10964, 
adopting Securities Exchange Act Rules 13b2-1 and 
13b2-2, 17 CFR 240.13b2-1 and 13b2-2. 


SEC v. Wyoming Coal, Civil Action No. C79-312 (D. 
Wyo., filed Oct. 15, 1979); SEC v. Marlene Industries 
Corp., 79 Civ. 1959 (S.D.N.Y., filed Apr. 16, 1979); 
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SEC v. International Systems & Controls Corp. Civil 
Action No. 79-1760 (D.D.C., filed July 9, 1979); SEC 
v. Page Airways, Inc., Civil Action No. 78-0656 
(D.D.C., filed Apr. 11, 1978); SEC v. Aminex 
Resources Corp., Civil Action No. 78-0410 (D.D.C., 
filed Mar. 9, 1978). 


'2See Securities Exchange Act Release No. 15772 
(Apr. 30, 1979), 17 SEC Docket 421 (May 15, 1979), 
44 FR 26702. 


1*The Commission believes that the question 
whether there should be a general statutory 
prohibition against the making of certain kinds of 
foreign payments presents a broad issue of national 
policy ***. In this context the purposes of the federal 
securities laws, while important, are not the only or 
even the overriding consideration, and we believe 
that the issue should be considered separately from 
the federal securities laws.” 


Report of the Securities and Exchange Commission 
on Questionable and Illegal Corporate Payments and 
Practices, supra note 5, at 61-62. 


1415 U.S.C. 78dd-1. The text of this prohibition and 
its companion penalty provisions are set forth in the 
Appendix to this release. 
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Section 103 of the Foreign Corrupt Practices Act, 
applied these prohibitions to any issuer which has a 
class of securities registered pursuant to Section 12 
of the Securities Exchange Act, or is required to file 
reports under Section 15(d), and to any officer, 
director, employee, or agent of such issuer, or any 
shareholder acting on behalf of such issuer. These 
persons are prohibited from using the mails, or any 
means or instrumentality of interstate commerce, 
corruptly in furtherance of an offer, payment, or 
promise to give anything of value to any foreign 
official, any foreign political party or official thereof 
or any candidate for foreign political office, or any 
other person, where the reporting company has 
reason to know that the payment will accrue to any 
foreign official, foreign political party or official 
thereof, or any candidate for foreign political office. !® 
Such payments are unlawful if made forthe purpose 
of influencing any act, decision, or failure to act of a 
foreign official, foreign political party or official 





SA foreign official is “any officer or employee of a 
foreign government or any department, agency or 
instrumentality thereof, or any person acting in an 
official capacity for or on behalf of such government 
or department, agnecy or instrumentality.” The term 
does not however, include employees “whose duties 
are essentially ministerial or clerical.” Section 
30A(b), 15 U.S.C. 78dd-1(b). 


‘Section 32(c) of the Securities Exchange Act of 
1934, 15 U.S.C. 78ff(c). 


15 U.S.C 78dd-1. 


'8Securities and Exchange Commission v. Katy 
Industries, Civil Action No. C78-3476 (N.D. Ill., filed 
Aug. 30, 1978). 


19See, e.g., United States v. Roy J. Carver, et ano., 
Civil Action No. 79-1768 (S.D. Fla., filed Apr. 9, 
1979). 


20See, e.g., United States v. Kenny International 
Corp., Criminal No. 79-00372 (D.D.C., filed Aug. 2, 
1979). 


211n addition, the Department has, as noted below, 
instituted a business review procedure. 


22See generally, Taubman, “Second Look at Bribery 
Law,” New York Times, May 29, 1979, Section D. at p. 
1, Landauer, “Antibribery Law Uncertainities 
Persist,” Wall Street Journal, May 30, 1979, at 12. 
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thereof, or candidate for foreign political office, or 
inducing such an official or party to influence any 
act or decision of such foreign government or 
instrumentality. In addition, the statue is applicable 
only if the payment was made in order to assist a 
reporting company in obtaining, retaining, or 
directing business to any person. 


The Foreign Corrupt Practices Act also amended 
Section 32 of the Securities Exchange Act to create 
special penalties applicable to violations of this 
prohibition. Violations of Section 30A are punishable 
by a fine of up to $10,000, imprisonment for up to 
five years, or both, in the case of an individual, anda 
fine up to $1 million in the case of a corporation.'® 
Amended Section 32 also provides that a fine levied 
upon any officer, director, stockholder, employee, or 
agent of an issuer shall not be paid, directly or 
indirectly, by such issuer. 


Similarly, Section 104 of the Act, which is not part of 
the federal securities laws, enacted parallel 
prohibitions applicable to any “domestic concern,” 
other than an entity covered by Section 30A, or any 
officer, director, employee, or agent of such 
domestic concern, or any stockholder thereof acting 
on its behalf.!’? This provision contains the same 
prohibitions and penalties as are applicable to 
reporting companies and their officers, employees, 
and agents under the Securities Exchange Act. 


Section 30A is subject to Commission enforcement 
and implementation in the same manner as are 
other provisions of the Securities Exchange Act; like 
other sections of the Act, the Department of Justice 
is responsible for any criminal prosecutions under 
Section 30A. The prohibition in Section 104 of the 
Foreign Corrupt Practices Act is, on the other hand, 
enforced exclusively by the Department of Justice, 
which may bring either civil or criminal proceedings 
under that provision. Since the enactment of Section 
30A, the Commission has filed one civil injunctive 
action to enjoin violations of the antibribery 
prohibitions.'® The Department has brought civil'9 
and criminal”° actions alleging violations of Section 
104.2! 


Il. Nature of the Commission’s Inquiry 


During the two years that Section 103 and 104 of the 
Foreign Corrupt Practices Act have been in effect, it 
has been publicly reported that U.S. corporations 
are experiencing difficulty in conducting their 
operations as a result of questions concerning the 
applicability of the new antibribery prohibitions.” In 
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that connection, some commentators have raised 
concerns about the meaning and scope of certain of 
the operative provisions of the statute, such as the 
requirement that payments be made “corruptly”; the 
effect of the phrase “obtaining or retaining 
business”; the scope of the definition of “foreign 
officials’; and exclusion “facilitating” or grease 
payments reflected in that definition. 


The Commission has no empirical evidence 
concerning the actual impact of the Act upon 
affected persons, the extent to which any 
uncertainty concerning its applicability has 
influenced the willingness or ability of Commission 
registrants to engage in foreign commerce, or 
whether issuers have refrained from specific 
conduct—despite a good faith belief in its legality— 
because of unwillingness to risk violating the federal 
securities laws. Section 30A is, of course, supported 
by an extensive legislative record which sheds light 
on many of the issues which have been raised.” 
Nonetheless, press comments indicate that 
registrants may believe that there are genuine areas 
of uncertainly and may therefore be reluctant to 
engage in some legitimate forms of foreign trade. The 
Commission is seeking through this release, to 
obtain information concerning thse matters. 


In response to questions similar to the ones 
described about concerning the applicability of the 
new antibribery prohibition, the Department of 
Justice has proposed a new “business review 
procedure” pursuant to which companies engaged 
in foreign commerce may obtain advance advice 
from the Department. In addition, Assistant 
Attorney General Philip B. Heymann has announced 
certain priorities which will guide the Department in 
selecting cases for prosecution under the Act.26 
Although the Commission is not participating in the 
Department’s business review procedure,?’ the 
Commission is, of course, interested in reviewing the 
Department’s experience with that procedure. The 
Commission is not, however, seeking comments 
concerning the business review procedure or other 
issues which relate solely to the Department's 
discharge of its responsibilities under the Act. 


Ill. Request For Comment 


The Commission is soliciting comment concerning 
the impact of Section 30A and any impediments 
which it presents to legitimate foreign commerce. 
The Commission is also interested in determining 
what steps issuers have taken to comply with the 
new Act, whether there are recurring questions or 





Footnote 22 Continued 


See also Foreign Corrupt Practices Act, Hearing 
before the Subcommittee on Oversight and 
Investigations of the Committee on Interstate and 
Foreign Commerce. U.S. House of Representatives, 
96th Cong., lst Sess. (June 14, 1979). 


23See, e.g., Baruch, The Foreign Corrupt Practices 
Act, 57 Harv. Bus. Rev. 32 (1979); McCoy & Griffin, 
Illegal Payments Abroad: Congress’ Response, Legal 
Times of Washingon, Oct. 30, 1978, at 8-10; Sprow & 
Benedict, The Foreign Corrupt Practices Act of 1977: 
Some Practical Problems and Suggested 
Procedures, 1 Corporation L. Rev. 357 (1978); Estey 
& Marston, Pitfalls (Loopholes) in the Foreign 
Bribery Law, Fortune, Oct. 9, 1978, at 182; Best, The 
Foreign Corrupt Practices Act, 11 Rev. of Securities 
Reg. 975 (1978); Jensen, Antibribery Law Has Some 
Teeth, New York Times, Dec. 25, 1977, Section 4 at 
p. 2. 


24Some of the significant components of that record 
are cited in note 1, supra. 


225See Heymann, “The Justice Department's 
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Proposed Program to Provide Advice to Businesses 
in Connection with Foreign Payments,” An Address 
Delivered at the Pierre Hotel, New York, New York 
(Nov. 8, 1979). 


7d. 


27Although the Commission is sensitive to the need 
for law enforcement officials to consider the impact 
of newly enacted laws, such as Section 30A, on 
affected persons, the Commission is concerned that 
determinations as to the applicability of Section 30A 
toparticular fact patterns wold, in many cases, turn 
on judgments concerning motivation and intent. 
Since subjective questions of this nature do not 
easily lend themselves to guidance on the basis of a 
written description of the proposed transaction, the 
Commission statd, in Securities Exchange Act 
Release No. 14478 (Feb. 16, 1978), 14 SEC Docket 
180, 183, 43 FR 7752, 7754, that it would not give 
advice concerning the applicability of the Foreign 
Corrupt Practices Act to particular transactions. 
That policy remains in force at the present time. The 
Commission invites comment, however, concerning 
its postion in this regard. 
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concerns with respect to the interpretation of 
Section 30A, and what impact, if any, uncertainty 
concerning the Act may be having on competition in 
foreign markets. The Commission wishes to 
understand the questions which some persons have 
raised and to determine whether there are any steps 
which the Commission should take, consonant with 
the public interest and the concerns of registrants, to 
better administer the elements of the antibribery 
prohibition which fall within its jurisdiction. 


It must be stressed that the Commission is not 
inviting views concerning whether the underlying 
objective of the Act—to prohibit payment of bribes to 
foreign officials in connection with obtaining or 
retaining business for U.S. issuers—ought to be 
reconsidered; that is a matter which, of course, is 
exclusively within Congress’ discretion. Rather, the 
objectives of the Commission’s inquiry are to 
determine whether there is substance to the 
concerns which have been voiced regarding the 
impact and construction of Section 30A. After 
analyzing the comments received in this 
proceeding, the Commission will consider whether 
there is further action which it should take to address 
these matters. 


The Commission invites public comment on the 
issues Set forth in this release and onthe experience 
of the business community and its professional 
advisors in applying Section 30A of the Securities 
Exchange Act to concrete facts. In order to be of 
maximum utility to the Commission, comments 





28The Commission recognizes that comments may, 


in some cases, reflect confidential business 
information not appropriate for public dis- 
semination. Those wishing to make application for 
confidential treatment of any part of their 
submission should state that fact prominently on the 
first page or cover sheet thereof. See Section 
23(a)(3) of the Securities Exchange Act of 1934, 15 
U.S.C. 78w(a)(3); Rule 24b-2, 17 CFR 240.24b-2. 


In addition, where issuers have _ informtion 
concerning specific experience in applying the Act 
to concrete fact situations, but are reluctant to 
identify themselves in a comment letter—even if 
confidential—the Commission wili consider 
submission made by counsel relating the 
experiences of clients but without identifying the 
client involved. 
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should be specific as possible and reflect actual 
experience under the Act. All comments should be 
received by June 30, 1980, and must be filed, in 
triplicate, with George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 
Submissions should refer to file number S7-822 
and, unless confidential treatment is authorized,” 
will be available for inspection and copying at the 
Commission’s Public Reference Room 1100 L 
Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





APPENDIX 
FOREIGN CORRUPT PRACTICES BY ISSUERS 


Sec. 30A. (a) It shall be unlawful for any issuer which 
has a class of securities registered pursuant to 
section 12 of this title or which is required to file 
reports under section 15(d) of this title, or for any 
officer, director, employee, or agent of such issuer or 
any stockholder thereof acting on behalf of such 
issuer, to make use of the mails or any means or 
instrumentality of interstate commerce corruptly in 
furtherance of an offer, payment, promise to pay, or 
authorization of the payment of any money, or offer, 
gift, promise to give, or authorization of the giving of 
anything of value to— 


(1) any foreign official for purposes of— 


(A) influencing any act or decision of such foreign 
official in his official capacity, including a decision to 
fail to perform his official functions; or 


(B) inducing such foreign official to use his influence 
with a foreign govenment or instrumentality thereof 
to affect or influence any act or decision of such 
government or instrumentality, 


in order to assist such issuer in obtaining or retaining 
business for or with, or directing business to, any 
person; 


(2) any foreign political party or official thereof or any 
candidate for foreign political office for purposes 
of— 
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(A) influencing any act or decision of such party, 
official, or candidate in its or his official capacity, 
including a decision to fail to perform its or his 
official functions; or 


(B) inducing such party, official, or candidate to use 
its or his influence with a foreign government or 
instrumentality thereof to affect or influence any act 
or decision of such government or instrumentality, 


in order to assist such issuer in obtaining or retaining 
business for or with, or directing business to, any 
person; or 


(3) any person, while knowing or having reason to 
know that all or a portion of such money or thing of 
value will be offered, given, or promised, directly or 
indirectly, to any foreign official, to any foreign 
political party or official thereof, or to any candidate 
for foreign political office, for purposes of— 


(A) influencing any act or decision of such foreign 
official, political party, party offical, or candidate in 
his or its official capacity, including a decision to fail 
to perform his or its official functions; or 


(B) inducing such foreign official, political party, 
party official, or candidate to use his or its influence 
with a foreign government or instrumentality thereof 
to affect or influence any act or decision of such 
government or instrumentality, in order to assist 
such issuer in obtaining or retaining business for or 
with, or directing business to, any person. 


(b) As used in this section, the term “foreign official” 
means any officer or employee of a foreign 
government or any department, agency, or 
instrumentality thereof, or any person acting in an 
official capacity for or on behalf of such government 
or department, agency, or instrumentality. Such 
term does not include any employee of a foreign 
government or any department, agency, or 
instrumentality thereof whose duties are essentially 
ministerial or clerical. 


PENALTIES 


seco2** 


(c)(1) Any issuer which violates section 30A(a) of 
this title shall, upon conviction, be fined not more 
that $1,000,000. 


(2) Any officer or director of an issuer, or any 
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stockholder acting on behalf of such issuer, who 
willfully violates section 30A(a) of this title shall, 
upon conviction, be fined not more than $10,000, or 
imprisoned not more than five years, or both. 


(3) whenever an issuer is found to have violated 
section 30A(a) of this title, any employee or agent of 
such issuer who is a United States citizen, a national, 
or resident or is otherwise subject to the jurisdiction 
of the United States (other than an officer, director, 
or stockholder of such issuer), and who willfully 
Carried out the act or practice constituting such 
violation shall, upon conviction, be fined not more 
than $10,000, or imprisoned not more than five 
years, or both. 


(4) Whenever a fine is imposed under paragraph (2) 
or (3) of this subsection upon any officer, director, 
stockholder, employee, or agent of an issuer, such 
fine shall not be paid, directly or indirectly, by such 
issuer. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16594/February 21, 1980 


A notice has been issued giving interested persons 
until March 10, 1980 to comment on the application 
of GROW GROUP, INC. to withdraw their common 
stock ($.10 par value) from listing and registration 
on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Reiease No. 16595/February 21, 1980 


Orders have been issued granting the applications of 
the following companies to withdraw their common 
stocks from listing and registration on the American 
Stock Exchange Inc: CARNATION COMPANY ($2 Par 
Value), BALDOR ELECTRIC COMPANY ($.10 Par 
Value), and AVX CORPORATION ($1 Par Value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 19596/February 21, 1980 


Administrative Proceedings, File No. 3-5862 
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In the Matter of 


YASIN JAFFER 

One Sauth 220 Dillon 
Villa Park, Illinois 60181 
(8-22343) 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the 
Securities Exchange Act,' Yasin Jaffer 
(“Respondent”), a registered broker-dealer, failed to 
answer the order that instituted these proceedings 
and is therefore in default.? 


On the basis of the order instituting proceedings, it is 
found that respondent wilfully violated Section 17(a) 
of the Securities Act of 1933 and Sections 10(b), 
15(b), 15(c)(1) and 17(a) of the Securities Exchange 
Act and Rules 10b-5, 10b-10, 15b1-2, 15b3-1, 
15b10-6, 15c1-4, 17a-3, 17a-4, 17a-5 and 17a- 
11(c) thereunder. 


In view of the foregoing, it is in the public interest to 
revoke respondent's broker-dealer registration and 
to bar respondent from association with any broker or 
dealer. 


Accordingly, IT |S ORDERED that the registration as 
a broker or dealer of respondent be, and it hereby is, 
revoked; and it is further ORDERED that respondent 
be, and he hereby is, barred from being associated 
with any broker or dealer. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 








1In the Matter of Yasin Jaffer instituted on January 9, 
1980. 


2Rule 7(e) of the Commission’s Rules of Practice 
provides that the allegations in the order may be 
deemed true as to defaulting respondent. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16597/Febraury 21, 1980 


Admin. Proc. File No. 3-5612 
In the Matter of the Application of 
RICHARD L. ROBINSON 


2066 Westridge Road 
Los Angeles, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violation of Rules of Fair Practice 


Failure to Inform Employer of Private Securities 
Transactions 


Where registered representative of member firm of 
registered securities association engaged in private 
securities transactions without prior written 
notification to member, held, association's findings 
of violation sustained, but sanctions reduced, in light 
of applicant’s prior oral disclosure to employer, and 
his written disclosure to employer, and his written 
disclosure to customers that employer was not 
involved in his sales. 


APPEARANCES: 


Frank W. Nemecek, of Nemecek, Gonzalez & Linsley, 
for Richard L. Robinson. 


Frank J. Wilson, Andrew McR. Barnes and Edward R. 
Venit, for the National Association of Securities 
Dealers, Inc. 


Richard L. Robinson, a registered investment 
adviser who during the relevant period was also a 
registered representative of Westamerica Financial 
Corp., a member firm of the National Association of 
Securities Dealers, Inc. (“NASD”), appeals from 
NASD displinary action. The NASD found that 
Robinson engaged in private securities transactions 
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without giving Westamerica proper notification. It 
censured Robinson and fined him $3,000.' Our 
findings are based on an independent review of the 
record. 


The NASD Board of Governors’ interpretation with 
respect to private securities transactions provides in 
relevant part as follows: 


“It shall be deemed conduct inconsistent with just 
and equitable principles of trade for any person 
associated with a member to engage in a private 
securities transaction outside the regular course or 
scope of his association or employment with a 
member, for himself, or with or for any other person 
without prior written notification to the member.”? 


The NASD found that, in late November 1976, 
Robinson sold four customers interests in limited 
partnerships sponsored by Cal-Am Corporation 
without giving Westamerica prior written notification 
of those sales. Westamerica was not engaged in the 
sale of Cal-Am securities. Indeed, the record shows 
that it specifically determined not to participate in 
the offering of Cal-Am partnership interests. 





‘The NASD also assessed costs. 
2NASD Manual paragraph 2177, p. 2109-3. 


Robinson also points to language in the introduction 
to the NASD’s interpretation to the effect that the 
involvement of associated persons in private 
securities transactions “may raise serious 
questions regarding their need to register as 
broker/dealers and/or investment advisers under 
state and federal securities laws.” We fail to see how 
this warning could reasonably be construed as 
authorizing Robinson to violate the clear terms of the 
NASD’s interpretation because he was already 
registered as an investment adviser. 


4S.E.C. v. Cal-Am Corporation, et al., Civil Action No. 
CV-77-4586-AAH (C.D. Calif.). 


5See R.H. Johnson & Co. v. S.E.C., 198 F.2d 690, 695 


(C.A. 2, 1952), cert. denied, 244 U.S. 855; Shultz v. 
S.E.C., F.2d (C.A. 7, January 7, 1980). 
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Robinson argues that he did not violate the NASD’s 
interpretation. He asserts that, with respect to the 
transactions in question, he simply acted as an 
investment adviser, dispensing advice to various 
clients with respect to the advisability of their 
investing in Cal-Am limited partnerships. 


This contention is wholly lacking in merit. In his 
answer to the NASD’s complaint and elsewhere in 
the record, Robinson admitted that he engaged in 
the sale of Cal-Am partnership units. In fact, the 
record shows that he obtained customers’ 
signatures on subscription agreements which he 
countersigned as the agent receiving payment. 
Moreover, he did not charge customers any advisory 
fee in connection with these transactions. Rather, he 
received a 10% commission on each sale from Cal- 
Am or one of its affiliates.° 


We accordingly affirm the NASD’s findings of 
violation. 


Robinson, pointing to references in the District 
Committee’s decision to an injunctive action 
brought against Cal-Am and others by this 
Commission,’ claims that the Committee was 
prejudiced against him. We cannot agree. The 
Committee specifically noted that Robinson was not 
a defendant in the injunctive action, and we do not 
consider that the cited statements evidence any 
prejudice. 


In any event, the District Committee’s decision has 
been accorded de novo review, both by the NASD’s 
Board of Governors and by this Commission.‘ 


IV. 


Applicant argues that the sanctions imposed by the 
NASD are to severe. He asserts that he orally 
notified Westamerica’s president in advance of the 
Cal-Am sales, and points out that he made written 
disclosure to each investor that Westamerica was 
not involved in the Cal-Am offering. 


As we have previously stated with regard to a 
salesman’s “private” securities transactions: 


“Where employees effect transactions for customers 
outside of the normal channels and without 
disclosure to the employer, the public is deprived of 
protection which it is entitled to expect. Moreover, 
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the employer may also thus be exposed to risks to 
which it should not be exposed. Thus, such conduct 
is not only potentially harmful to public investors, 
but inconsistent with the obligation of an employee 
to serve his employer faithfully.”® (Footnote 
omitted). 


The record is unclear as to the extent of the 
disclosure made by applicant to Westamerica in 
advance of his sales. Even construing Robinson's 
testimony most favorably to him, it appears that the 
information he gave his employer was not 
sufficiently explicit to comply with the spirit of the 
NASD’s interpretation. Nor is it clear that 
Westamerica’s president authorized applicant to 
proceed after being informed of applicant’s 
proposed sales. 


Nevertheless, the record shows that applicant made 
some effort to give his empioyer advance notice, and 
also tried to protect Westamerica from any liability 
that might arise from his sales. Under all. the 
circumstances, we conclude that the penalty 
imposed by the NASD is excessive, and that a $1,000 
fine and censure will adequately serve the public 
interest. 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 16597/February 21, 1980 


Admin. Proc. File No. 3-5612 
In the Matter of the Application of 
RICHARD L. ROBINSON 


2066 Westridge Road 
Los Angeles, California 





*Anthony J. Amato, Securities Exchange Act Release 
No. 10265 (June 29, 1973), 2 SEC Docket 90, 91. 
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For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER MODIFYING DISCIPLINARY ACTION TAKEN 
BY REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission's opinion issued this 
day, it is 


ORDERED that the sanctions imposed by the 
National Asociation of Securities Dealers, Inc. on 
Richard L. Robinson be, and they hereby are, 
reduced to censure and a $1,000 fine; and it is 
further 


ORDERED that the Association’s assessment of 
costs be, and it hereby is, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 16598/February 21, 1980 


Record Production Obligations of National 
Securities Exchanges and National Securities 
Associations 


ACTION: Final rules. 


SUMMARY: The Commission is adopting a proposed 
amendment to Rule 17a-1 [17 CFR 240.17a-1] 
under the Securities Exchange Act of 1934 (“Act”) to 
conform the language of that rule to the language of 
Section 17(a) of the Act, amended by the Securities 
Acts Amendments of 1975. Rule 17a-1 authorizes 
the Commission staff, under Section 17(a), toobtain 
copies of any documents made or received by a 
national securities exchange (“exchange”) or a 
national securities association (“association”) in the 
course of its business as such or inthe conduct of its 
self-regulatory activities. 


EFFECTIVE DATE: March 31, 1980. 

FOR FURTHER INFORMATION CONTACT: William S. 
Muller, Division of Market Regulation, Securities and 
Exchange Commission, Room 351, 500 North 
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Capitol Street, Washington, D.C. 20549, (202) 272- 
2415. 


SUPPLEMENTARY INFORMATION: On November 
14, 1979, the Commission issued a release 
proposing for comment a technical amendment to 
Rule 17-1 under the Act governing the record 
retention and record production obligations of 
exchanges and associations.! The Commission 
adopted Rule 17a-1 in 1974,? to implement the 
authority conferred by Section 17(a) of the Act.’ 
Thus, paragraph (a) of the rule prescribes those 
documents which must be maintained by an 
exchange or association, paragraph (b) prescribes 
the period for which such documents must be 
maintained, and paragraph (c) sets forth the 
Commission's authority to examine any documents 
required to be maintained. In particular, paragraph 
(c) of the Rule 17a-1 provides that to facilitate the 
completion of such an examination, the 
Commission's representatives may temporarily 
remove documents for reproduction unless the 
exchange or association makes copies available. 


The Securities Acts Amendments of 1975‘ 
restructured Section 17 of the Act by, among other 
things, adding a new subsection (b) specifically 
addressing the Commission's examination authority 
which was then removed from subsection (a).° As 
amended, Section 17(a)(1) provides (emphasis 
added): 


Every national securities exchange [and] registered 
securities association***shall make and keep for 
prescribed periods such records, furnish such 
copies thereof, and make and disseminate such 
reports as the Commission, by rule, prescribes as 
necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in 
furtherance of the purposes of this title.® 


Thus, Section 17(a)(1) provides the Commission 
with explicit statutory authority to require exchanges 
and associations to provide the Commission with 
copies of any documents which such organizations 
are required to maintain. 





Securities Exchange Act Release No. 
‘November 14, 1979), 44 FR 66607. 


16340 


“See Securities Exchange Act Release No. 10809 
(May 17, 1974), 39 FR 18765. 


‘At the time Rule 17a-1 was adopted by the 
Commission in 1974, Section 17(a) of the Act, 15 
U.S.C. §78q(a) (1970), provided: 


Every national securities exchange, *** [and] every 
registered securities association***shall make, 
keep, and preserve for such periods, such accounts, 
correspondence, memoranda, papers, books, and 
other records, and make such reports, as the 
Commission by its rules and regulations may 
prescribe as necessary or appropriate in the public 
interest or for the protection of investors. Such 
accounts, correspondence, memoranda, papers, 
books, and other records shall be subject at any time 
or from time to time to such reasonable periodic, 
special or other examinations by examiners or other 
representatives of the Commission as the 
Commission may deem necessary or appropriate in 
the public interest or for the protection of investors. 


“Pub. L. No. 94-29 (June 4, 1975). 
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Section 17(b) of the Act, 15 U.S.C. §78q(b), 
provides, in pertinent part: 


All records of persons described in subsection (a) of 
this section are subject at any time, or from time to 
time, to such reasonable periodic, special, or other 
examinations by representatives of the Commission 
and the appropriate regulatory agency for such 
persons as the Commission or the appropriate 
regulatory agency for such persons deems 
necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in 
furtherance of the purposes of the title***. 


The Senate Report accompanying the Securities 
Acts Amendments of 1975 made clear that the 
Commission’s authority under Section 17(b) was 
self-executing and that “the authority to examine 
records would include the authority to make or 
require copies of such records.” Report of the 
Committee on Banking, Housing and Urban Affairs 
to Accompany S. 249, 94th Cong. lst Sess., Senate 
Report No. 75, at 119-120. 


®15 U.S.C. §78q(a)(1) (1976). 
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The Commission has determined to amend Rule 
17a-1 in conformity with the revised language of 
Section 17(a) and, thereby, to clarify that the 
Commission's authority under paragraph (c) of Rule 
17a-1 to obtain copies of documents maintained by 
an exchange or association is independent of the 
Commission’s examination authority under 
subsection (b) of Section 17. As amended, 
paragraph (c) of Rule 17a-1 provides that an 
exchange or association must, upon request, 
promptly furnish to a _ representative of the 
Commission copies of any documents made or 
received by such organization in the course of its 
business or in the conduct of its self-regulatory 
activities. 


|. Comments Received 


The Commission received letters of comment 


concerning the proposed amendment of Rule 17a-1 
from the New York Stock Exchange (“NYSE”)’ AND 
The American Stock Exchange (“Amex’).® Although 





7Letter from Jame E. Buck, Secretary of the NYSE to 
George A. Fitzsimmons, Secretary of the 
Commission (January 8, 1980). 


8Letter from Norman S. Poser, Executive Vice 
President of the Amex, to George A. Fitzsimmons, 
Secretary of the Commission (January 15, 1980). 


%In addition to suggesting specific ways in which 
proposed paragraph (c) of Rule 17a-1 should be 
amended, both the NYSE and the Amex comment 
letters raise the issued of amending paragraph (a) of 
Rule 17a-1, which or received by an exchange or 
association in the course of its business as suchor in 
the conduct of its self-regulatory activities. The 
record retention requirements, however, are outside 
the scope of the proposed amendment, the purpose 
of whichis to assure that Commission staff members 
will be able to obtain prompt access to copies of 
documents maintained in the files of an exchange or 
association. The Commission notes that any 
exchange or association that feels it is unnecessarily 
burdened by the record retention requirements of 
Section 17a-1 may file with the Commission for its 
approval, pursuant to Rule 17a-6 [17 CFR 240.17a- 
6], a record destruction plan specifying those 
documents or types of documents which that 
organization believes it should be permitted to 
destroy prior to the end of the five-year retention 
period required by Rule 17a-1(b). 
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the letters were received by the Commission after 
December 31, 1979, the deadline for comments on 
the proposed rule amendment, the Commission has 
reviewed the comments made by these exchanges.’ 


The Amex and the NYSE suggest that proposed 
paragraph (c) of Rule 17a-1 should specify that 
requests for copies of documents under the terms of 
that rule must be in writing. Such arequirement, it is 
claimed, would provide a permanent record of the 
Commission staff's request for copies, and would 
therefore avoid any misunderstandings concerning 
the identity of which documents had been 
requested. The Amex and the NYSE also suggest that 
proposed paragraph (c) of Rule 17a-1 should 
designate those Commission staff members who 
would be authorized to obtain copies of documents 
under the rule. The Amex suggests that the 
designation should include staff members of the 
Divisions of Market Regulation and Enforcement ata 
Civil Service level of GS-11 or above; the NYSE 
suggests that the designation include only those at 
the director level or the next subordinate level. The 
Amex believes that paragraph (c) of Rule 17a-1 
should require that requests for copies of 
documents be reasonable and be deemed by the 
Commission to be necessary or appropriate in 
connection with the exercise of its oversight 
respunsibilities respecting self-regulatory activities. 
And finally, the NYSE suggests that paragraph (c) of 
Rule 17a-1 should clarify that copies of documents 
which are maintained in a not easily accessible 
location need not be furnished “promptly” to a 
Commission representative. 


Il. Discussion 


The Commission has considered each of the 
relevant suggestions made by the commentators, 
but has determined not to incorporate the suggested 
changes within paragraph (c) of Rule 17a-1. 


Specifically, a provision in paragraph (c) of Rule 17a- 
1 requiring that requests for copies of documents be 
in writing and prescribing the level at which staff 
members may be authorized to make such requests 
would impede the effective discharge of the 
Commission's oversight responsibilities, 
particularly in the context of its inspections work. 
While the Commission staff makes every effort 
to make its request for copies of documents as 
specific as practicable and to present its requests in 
ar organized fashion, the Commission does not 
believe that it is appropriate to require its staff to 
expend the time necessary to prepare formal written 
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requests each time it may require copies of 
exchange or association documents. Exchanges and 
associations may, of course, develop their own 
internal records of documents produced for the 
Commission. Similarly, the Commission has 
determined not to specify the level at which 
Commission staff members are authorized to obtain 
copies.'° 


With respect to the NYSE’s suggestion that 
paragraph (c) of the Rule should clarify that copies of 
documents kept in a location which is not readily 
accessible need not be furnished promptly, the 
Commission notes that whether an exchange or 
association has responded promptly to a request 
must be determined in relation to the 
circumstances surrounding the request. The 
Commission must assure at the same time, however, 
that unreasonable delay is avoided inthe production 
of documents requested by the Commission’s staff. 


The Commission wishes to leave no doubt as to its 
interpretation of the record production obligations of 
exchanges and associations. The amendment of 
Rule 17a-1 adopted today is conforming in nature, 
implementing Commission authority under Section 
17(a) of the.Act, and reflects no change in the 
Commission's long-standing position that its staff 
members are independently authorized under 
Section 17(b) of the Act to obtain copies of exchange 
and association records for examination and 
removal.!! 





Neither the Amex nor the NYSE presented any 
instance of suggested staff abuse of the document 
request process, and the Commission is aware of 
none. 


See Securities Exchange Act Release No. 16340 
(November 14, 1979) 44-FR 66607; Securities 
Exchange Act Release No. 16278 (October 12, 
1979), 44 FR 60281. The Commission continues to 
adhere to the views set forth in these releases that its 
staff has authority under both Section 17(b) of the 
Act and Rule 17a-1 to obtain copies of any 
documents maintained by an exchange or 
association. While the association and the 
exchanges have generally cooperated in providing 
the Commission staff with copies of requested 
documents, the Commission is prepared to take 
immediate action to enforce those record 
production obligations where necessary. 
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Il. Findings 


The Commission believes that the proposed 
amendment to paragraph (c) of Rule. 17a-1 will 
clarify the record production obligations of 
exchanges and associations. The ability of the staff 
promptly to obtain copies of any documents 
maintained by exchanges or associations is crucial 
to the performance of the Commission’s oversight 
responsibilities with respect to such organizations. 
Therefore, the Commission finds, for the reasons 
stated above, that the proposed conforming 
amendment is appropriate in the public interest, for 
the protection of investors, and otherwise in 
furtherance of the purposes of the Act. 


Accordingly, the Commission, acting pursuant tothe 
Act and in particular Sections 15A, 17 and 19, 
hereby amends Part 240 of Title 17 of the Code of 
Federal Regulations by revising paragraph (c) of 
§240.17a-1 to read as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


§240.17a-1 Recordkeeping rule for national 
securities exchanges and national securities 
associations. 


(c) Every national securities exchange and 
registered securities association shall, upon request 
of any representative of the Commission, promptly 
furnish to the possession of such representative 
copies of any documents required to be kept and 
preserved by it pursuant to the provisions of 
paragraphs (a) and (b) of this section. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16599/February 21, 1980 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGES BY THE NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 

File Nos. SR-NASD-77-19 and SR-NASD-78-19 
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On November 18, 1977, and December 12, 1978, 
the National Association of Securities Dealers, Inc. 
(“NASD”) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the “Act”) and Rule 19b-4 thereunder, copies of 
proposed rule changes that were captioned, 
respectively, as File Nos. SR-NASD-77-19 and SR- 
NASD-78-19. The proposed rule changes were 
intended to amend the NASD’s Code of Arbitration 
Procedures. 


Notice of SR-NASD- 77-19, together with the terms of 
substance of the proposed rule change, was given by 
the issuance of a Commission release (Securities 
Exchange Act Release No. 14252 (December 12, 
1977)) and by publication in the Federal Register 
(42 FR 63830 (December 20, 1977)). Because of 
deficiencies in SR-NASD- 78-19, of which the NASD 
was informed by letter dated January 23, 1979, that 
proposal was never noticed. 


The NASD, by letter dated October 18, 1979, advised 
the Commission that it wished to withdraw the two 
proposed rule changes from further consideration 
because they have been superseded by a 
subsequent NASD proposed rule change (File No. 
SR-NASD-79-11) that was filed with the Commission 


on October 18, 1979, and that proposed the 
adoption of the Uniform Code of Arbitration.' 
Accordingly, the proposed rule changes SR-NASD- 
77-19 and SR-NASD-78-19 are withdrawn. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21436/February 14, 1980 


In the Matter of 





1For notice of File No. SR-NASD-79-11, see 
Securities Exchange Act Release No. 16425 
(December 14, 1979), 44 FR 75255 (December 19, 
1979). The withdrawal of the above-captioned rule 
proposals was noted in the release. 
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THE SOUTHERN COMPANY 
P.O. Box 720071 
Atlanta, Georgia 30346 


GEORGIA POWER COMPANY 
P.O. Box 4545 
Atlanta, Georgia 30302 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 32520 


MISSISSIPP! POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-6414) 


NOTICE OF PROPOSAL TO ISSUE SHORT-TERM 
NOTES TO BANKS AND COMMERCIAL PAPER TO 
DEALERS; CAPITAL CONTRIBUTIONS BY PARENT 
TO SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that The Southern 
Company (“Southern”), a registered holding 
company, and three of its electric utility 
subsidiaries, Georgia Power Company (“Georgia”), 
Gulf Power Company (‘Gulf’) and Mississippi Power 
Company (‘Mississippi’) have filed a joint 
application-declaration and an amendment thereto 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6, 7, and 12 of the Act and Rules 45 and 50 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the amended application-declaration, 
which is summarized below, for a complete 
statement of the proposed transactions. 


The applicants-declarants propose to issue and sell 
from time to time, prior to April 1, 1981, short-term 
notes to banks and commercial paper to dealers up 
to the following aggregate principal amounts at any 
one time outstanding: 


Southern 
Georgia 


Mississippi 


Such notes will be issued until March 31, 1981 as 
funds are required from time to time. 
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Southern has obtained commitments from four 
international banks. Each commitment extends to 
December 31, 1980 and is subject to renewal in 
accordance with its terms. A commitment fee of 
1/4% per annum on undrawn amounts is payable for 
each commitment. Borrowings will, at Southern’s 
option, bear interest at an effective rate of (a) 1/2% 
per annum over lender’s floating prime or (b) a 
margin over the London Interbank Offered Rate 
(“LIBOR”). Swiss Bank Corporation also offers 
borrowings 1/2% per annum over its prime rate on 
the date of the above, fixed for 90 days. The 
commitments, and the interest rates and periods 
under option (b) are: 


Commit- 
ment in 


Margin 
Over 
LIBOR 


Loans for 


Period of 
Bank 


Barclays Bank 

Internatiol Limited $40 
Credit Suisse $20 
Swiss Bank Corporation $20 
Union Bank of 

Switzerland $20 


millions 





3/4% 
3/4% 
3/4% 


30 to 180 days 
30, 60 or 90 days 
10 to 180 days 


1/2% one to six months 


Advances under option (b) from Credit Suisse and 
the Union Bank of Switzerland are not prepayable 
and prepayment of advances from Barclays 
International Limited and the Swiss Bank 
Corporation is conditioned on a compensatory 
premium based on the differences between the 
interest to maturity and the interest the lenders can 
earn on the prepayment, and other costs. The 
maximum term for borrowings under option (a) is 
one year, 180 days for Swiss Bank Corporation, or if 
earlier, the expiration date of the commitment. 


Assuming a prime interest rate and LIBOR rate of 
15%, the effective cost of borrowings under these 
commitments would be as follows: Under option (a), 
the effective cost from each bank would be 15.50%. 
Under option (b) the effective cost of borrowing from 
Union Bank of Switzerland would be 15.50% and 
from the other facilities, 15.75%. Southern will 
borrow from these banks under the option which 


results in the lowest effective cost for the period the 
funds are required. 


Georgia has obtained separate commitments from 
nine banks providing for revolving credits 
aggregating $400,000,000 for the period 
commencing January 1, 1980 through December 
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31, 1982, as tabulated below. It also intends to 
borrow from other banks, from time to time, within 
the maximum authorization requested. 


Bank 
Bank of America National Trust and Savings 
Association $16,000,000 
Bankers Trust Company 52,000,000 
The Chase Manhattan Bank (National Association) . 72,000,000 
Chemical Bank 52,000,000 
Citibank NUAs os oc, See a cee toca tg sets ivtasice 100,000,000 
Continental Illinois National Bank and 
Trust Company of Chicago 
Irving Trust Company 
Morgan Guaranty Trust Company of New York 
The Bank of Nova Scotia 


Commitment 


32,000,000 
16,000,000 
40,000,000 
20,000,000 
$400,000,000 


The commitment of each Bank is evidenced by a 
separate agreement with Georgia. Each borrowing 
by Georgia under a revolving credit will be evidenced 
by a promissory note to be dated the date of the 
borrowing, to mature not more than 270 days (but no 
later than the expiration of the lending Bank’s 
commitment) after the date of the issue and will be 
prepayable, in whole or in part, at any time without 
penalty or premium. The revolving credits have been 
separately negotiated with each of the several Banks 
and consequently the pricing terms, interest rates 
and fees payable by Georgia in respect of each 
Bank’s commitment vary. 


Under each agreement Georgia is obligated to pay a 
commitment fee or fees. Such fees, calculated on an 
annualized basis, involve applying a defined rate to 
the Bank’s total commitment, or under some 
agreements, the unborrowed portion thereof. The 
commitment rates are variously defined, some 
being fixed, others determined from time to time by 
reference to the lending banks prime rate, or a 
specified money market rate or some combination 
thereof. The individual effective commitment rates, 
computed in terms of a 15% prime rate, and 
assuming on credits for actual borrowings would 
range from .05% to 1.05%. The weighted average 
commitment fee for the entire $400 million would be 
0.8% in the first year and 0.837% thereafter, the 
increase being due to certain agreements calling for 
slightly nigher commitment fee after the first year. 
Some agreements allow credits against the fees for 
deposit balances of Georgia which have not been 
adjusted for in the sample computation. 


The interest rates on borrowings are all variable and 
defined by reference to the lending bank’s prime 
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rate or a money market rate, or some combination 
thereof. Some agreements include factors 
increasing the rate after the first year, or if aggregate 
borrowings exceed a threshold. The effective cost of 
money borrowed under each agreement computed 
on the basis of a 15% prime rate and maximum 
borrowings, would range from 15% to 17.13% in the 
first year, and from 15.75% to 17.70% thereafter, 
with a weighted average cost of 16.338% in the first 
year, increasing to 16.769% in the third year. 


Georgia has the right, at any time without penalty, to 
reduce or terminate any commitment, except as to 
funds already borrowed. It expects that it will seek in 
the quarter before each anniversary date, extension 
of the present three year term for an additional year, 
on appropriate terms. 


No other long term commitments have been sought, 
but applicants, including Georgia, but excluding 
Southern, propose, within the limits to be 
authorized, to borrow from other banks by notes to 
be dated as of the date of such borrowings and to 
mature in not more than nine months after the date 
of issue, and by sale of commercial paper. In 
general, such bank borrowings will be at the prime 


rate, based on maintenance of compensating 
balances of 20% of amounts borrowed and 10% of 
amounts committed, or comparable fees in lieu of 
such balances. The effective cost, based on a 15% 
prime rate, would be 18.75%. 


The short term borrowing authorizations requested 
are predicated on 1980 budgets of the applicants, 
which include construction aggregating $675 
million for Georgia, $147 million for Gulf and $68 
million for Mississippi. Applicants do not rely on the 
short term borrowings to carry these investments. 
On the contrary, each forecasts long term financing, 
including equity investments by Southern in the 
Operating subsidiaries, and pending sales of 
coownership interests in certain generating plants in 
the case of Georgia, to periodically retire 
accumulated short term borrowings. Applicants 
state, however, that the timing of the long term 
financing, and of the closing of the property sales, is 
subject to variation and that the maximum short 
term limits authorized should be sufficient to permit 
substitution of additional short term debt for the 
expected more permanent financing. Accordingly, 
they request authorizations approximating the 
budgeted gross requirements, and have obtained 
bank commitments for the bulk of that amount. 
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The commercial paper will be in the form of 
promissory notes of the applicants with varying 
maturities not to exceed 270 days and not 
prepayable. The commercial paper notes will be 
issued in denominations of not less than $50,000 
and not more than $5,000,000. The discount rate, or 
the interest rate in the case of interest bearing notes, 
(including commissions if any) will not be in excess 
of the discount rate per annum (or equivalent 
interest rate) prevailing at the date of issuance for 
prime commercial paper of comparable quality of 
the particular maturity sold by issuers thereof to 
commercial paper dealers, and no commercial 
paper notes will be issued having a maturity of more 
than 90 days at an effective interest cost which 
exceeds the effective interest cost at which the 
issuer could borrow an equal amount from banks. 


The commercial paper will be sold by applicants 
directly or through a dealer. No commission or fee 
will be payable in connection with the issuance and 
sale of commercial paper, except that in sales 
through a dealer, the dealer will reoffer such 
commercial paper at a discount rate of 1/8 of 1% per 
annum less than the prevailing interest rate to the 
issuer or at an equivalent cost if sold on an interest 
bearing basis. The names of the dealer are: The First 
Boston Corporation for Southern; Salomon Brothers 
for Georgia; and A.G. Becker & Co. Incorporated for 
Gulf and Mississippi. The commercial paper of each 
applicant will be offered by the dealer to not more 
than 200 customers of the dealer identified and 
designated in a non-public list prepared in advance 
by the dealer. Such list includes commercial banks, 
insurance companies, corporate pension funds, 
investment trusts, foundations, colleges and 
universitiers, municipal and state benefit funds, 
elemosynary and non-financial corporations which 
invest surplus funds in commercial paper. No sale 
will be made to any such customer unless and until it 
has received from the dealer a current report as to 
the financial position of the issuer. No additions will 
be made to such list of customers. It is expected that 
the commercial paper of the applicants will be held 
by customers to maturity, but, if they wish to resell 
prior thereto, the dealer, pursuant to a verbal 
repurchase agreement, will repurchase the 
commercial paper and reoffer the same to others on 
the customer list. 


Southern proposes to use the proceeds of its 
borrowings to the extent necessary, together with 
treasury funds and the proceeds for other external 
sources, primarily to make, from time to time, 
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additional equity investments in the form of capital 
contributions to its four utility company subsidiaries 
and to make loans to Southern Company Services, 
Inc. 


A statement of the fees and expenses to be incurred 
in connection with the proposed transactions will be 
filed by amendment. It is stated that the Florida 
Public Service Commission has jurisdiction over the 
issuance by Gulf of both its notes to banks and its 
commercial paper. It is further stated that no other 
state or federal regulatory authority has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
212 E. 6th Street 
Tulsa, Oklahoma 74119 


(70-6415) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Public Service 
Company of Oklahoma (“PSO”), an electric utility 
subsidiary of Central and South West Corporation 
(“CSW”), a registered holding company, has filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 
50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


PSO proposes to issue and sell at competitive 
bidding up to $75,000,000 principal amount of its 
first mortgage bonds, Series Q, to be dated March 1, 
1980 (“Bonds”), and to mature March 1, 2010. The 
annual interest rate and the redemption prices of the 
Bonds, and the price to be paid by PSO therefore 
(which will not be less than 99% nor more that 
102.75%), will be determined through competitive 
bidding. The Bonds may not be refunded until March 
1, 1985 and will be subject to a 1% sinking fund 
beginning in 1982. The Bonds will be issued under 
and secured by PSO’s Indenture (“Indenture”), 
dated July 1, 1945, under which the First National 
Bank and Trust Company of Tulsa is Trustee, as 
amended by the indentures supplemental thereto 
heretofore executed, and to be further amended by 
a proposed Supplemental Indenture (“Supple- 
mental Indenture”) to be dated March 1, 1980. 


The proceeds to be derived by PSO from the sale of 
the Bonds (exclusive of accrued interest and after 
deducting expenses of issue) will be used by PSO to 
repay in full short-term borrowings incurred or 
expected to be incurred to finance construction 
expenditures, approximately $80,000,000 of which 
are expected to be outstanding as of the date of 
issuance of the Bonds. No funds retired thereby 
have been or will be utilized to pay the cost of 
facilities which would not be needed to provide 
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service to customers of PSO if it were not part of the 
CSW System. No expenditures will be made by PSO 
for the construction or acquisition of any facility not 
so needed prior to the time all funds covered by this 
declaration have been expended. For the purposes 
of the foregoing representation, it is assumed that 
none of the facilities construction or acquisition of 
which would be part of any proposal forming the 
subject of the proceedings in Central and South West 
Corporation, et al. (Admin. Proc. File No. 3-4951) 
would be needed to provide service to customers of 
PSO if it were not part of the CSW System. 


Estimated construction and fuel exploration and 
development expenditures (inclusive of allowance 
for funds used during construction) of PSO are 
estimated at $225,000,000 for 1980 and 
$311,000,000 for 1981. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$90,000, including legal fees of $20,000, 
accountants fees of $7,500, and charges of the 
system service company of $4,000. The fee and 
expenses of counsel for the successful bidders for 
the Bonds are estimated not to exceed $18,500 and 
$2,500, respectively. Such fee and expenses are to 
be paid by the successful bidders, as provided inthe 
proposed Purchase Contract. It is stated that the 
Corporation Commission of Oklahoma has 
jurisdiction over the proposed transaction and that 
no other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 10, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above stated address, and 
proof of service (by affidavit or, in case of attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the declaration as filed or 
as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
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as provided-in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21438/February 15, 1980 


In the Matter of 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 


(70-6224) 


SUPPLEMENTAL ORDER AUTHORIZING 
EXPANSION OF LIST OF BANKS FROM WHICH 
SHORT-TERM BORROWINGS MAY BE MADE 


Kentucky Power Company (“Kentucky”), an electric 
utility subsidiary company of American Electric 
Power Company, Inc., aregistered holding company, 
has filed with this Commission a post-effective 
amendment to its application previously filed in this 
matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“Act”) concerning 
the following matter. 


By orders dated December 26, 1978 and December 
5, 1979 (HCAR Nos. 20843 and 21325), Kentucky 
was authorized to issue and sell short-term notes 
through December 31, 1980, in an aggregate 
amount not to exceed $35,000,000 outstanding at 
any one time, such indebtedness to mature not later 
than March 31, 1981. 


By post-effective amendment, Kentucky proposes to 
increase by one the number of banks from which 
short-term borrowings may be made. Additionally, it 
proposes to increase the total amount available 
under all lines of credit from $265,900,000 to 
$286,900,000. The amount of short-term notes 
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previously authorized to be outstanding 
($35,000,000) will not be changed. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$100. It is stated that no state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, as 
amended by said post-effective amendment, be 
granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted, effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulatiori, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21439/February 15, 1980 


In the Matter of 


MIDDLE SOUTH SERVICES, INC. 
MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-6417) 


NOTICE OF PROPOSAL BY SERVICE COMPANY 
SUBSIDIARY TO MAKE SHORT-TERM BANK 
BORROWINGS; GUARANTEE OF REPAYMENT BY 
HOLDING COMPANY 


Notice is hereby given that Middle South Utilities, 
Inc. (‘Middle South’), a registered holding 
company, and its service company subsidiary, 
Middle South Services, Inc. (“Services”), have filed a 
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joint declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 7 and 12(b) ofthe 
Act and Rules 45 and 50(a)(2) promulgated 
thereunder as applicable to the proposed 
transaction. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


In connection with the performance of its functions 
as a Subsidiary service company for the Middle 
South Utilities System (“System”), Services has 
undertaken a project together with an outside 
consulting engineering firm leading to the 
development of a standard design, both 
conceptually and in detail, for future coal-fired 
electric generating stations for the System during 
the late 1980's. Expenditures for this project through 
1981 are currently estimated to total approximately 
$28,500,000, including $25,400,000 allocable to 
consultant fees and $3,100,000 allocable to in- 
house costs. Through 1979, approximately 
$9,000,000 of costs have been incurred, including 
$7,200,000 and $1,700,000 allocable to consultant 
fees and in-house costs, respectively. 


To provide Services with funds for continuing its 
work on the coal-fired project and for the repayment 
at or prior to maturity of up to $10,000,000 of bank 
borrowings previously incurred, primarily for this 
undertaking (HCAR No. 20536), Services will enter 
into a line of credit with First National Bank of 
Commerce, New Orleans Louisiana (‘“‘Bank”), under 
which Services proposes to borrow through 
December 31, 1981 up to an aggregate principal 
amount of $30,000,000 outstanding at any onetime. 


To effect the proposed borrowings under the line of 
credit, Services will deliver to the Bank an unsecured 
master promissory note (“Note”), which Note shall 
evidence the obligation of Services to pay the 
amount of the line of credit ($30,000,000) or, if less, 
the aggregate unpaid principal amount of all loans 
made to Services under the line of credit, plus 
interest thereon as set forth below. The date and 
amount of each loan made under the line of credit, 
and the date and amount of each payment of 
principal of the loans made thereunder, shall be 
recorded by the Bank on a schedule annexed to the 
Note. The Note will (i) be payable to the order of the 
Bank, (ii) be dated on or about the date of the 
Commission's order in this File (“Effective Date”), 
(iii) be stated to mature on December 31, 1981 and 
(iv) bear interest, payable quarterly and at maturity, 
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on the unpaid principal amount thereof at a rate per 
annum equal to one hundred two percent (102%) of 
the prime commercial rate (15-1/4 percent per 
annum on January 25, 1980) of The Chase 
Manhattan Bank (N.A.) in effect from time to time for 
90-day unsecured commercial loans to corporate 
commercial customers of the highest credit rating, 
with adjustments in the interest rate to be made 
effective automatically on the effective date of any 
change in said prime rate. Services will have the 
right to prepay the unpaid principal amount of the 
Note, in whole or in part, at any time without penalty 
or premium. 


In connection with the proposed borrowings, 
Services will agree to pay the Bank a fee for the 
period from the Effective Date to and include 
December 31, 1981 or earlier termination of the line 
of credit computed at the rate of 1/2 of 1% per 
annum on the average daily unused portion of the 
available line of credit. There is no requirement that 
Services maintain compensating balances with the 
Bank in connection with the proposed borrowings 
under the line of credit. Based upon the prime 
commercial rate of The Chase Manhattan Bank 
(N.A.) in effect on January 25, 1980, the cost of 
money to Services in respect of the proposed 


borrowings as of that date would be 15.56% per 
annum. 


As sole stockholder of the outstanding common 
stock of Services and as an inducement to the Bank 
to arrange for Services this $30,000,000 line of 
credit, Middle South will guarantee the payment by 
Services of the unpaid principal amount of, and 
interest on, the Note and the performance by 
Services of its obligations under its line of credit with 
the Bank. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $6,000, including legal fees of $4,000. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 13, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
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Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21440/February 15, 1980 


In the Matter of 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Selden Street 
Berlin, Connecticut 06109 


(70-6423) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Hartford Electric 
Light Company (‘‘HELCO”), a wholly-owned 
subsidiary of Northeast Utilities, a registered holding 
company, has filed an application-declaration with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Section 6(b) of the Act and Rule 50(a)(2) 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 
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HELCO proposes to issue and sell at private sale to 
institutional investors up to $20,000,000 principal 
amount of its % First Mortgage Bonds, 1980 
Series, due March 1, 1990 (“Bonds”). The terms of 
the Bonds are being negotiated directly with the 
proposed purchasers. HELCO presently has a 
commitment from one institutional investor for the 
purchase of $10,000,000 principal amount of the 
Bonds and is presently attempting to obtain 
commitments from other institutional investors for 
the purchase of all or a portion of the remaining 
$10,000,000 uncommitted principal amount of 
Bonds. HELCO will file by amendment the exact 
principal amount of Bonds to be sold, acomplete list 
of the purchasers thereof and the interest rate to be 
borne by the Bonds, which rate is being negotiated 
directly with prospective purchasers and will not be 
in excess of 13.875% or less than 13.35% per 
annum. The Bonds will be sold at 100% of the 
principal amount thereof. 


The Bonds will be issued under the First Mortgage 
Indenture and Deed of Trust dated as of January 1, 
1958, between HELCO and the First National Bank of 
Boston, Successor Trustee, as heretofore 
supplemented and amended by various indentures 
supplemental thereto, and as to be further 
supplemented by a Seventeenth Supplemental 
Mortgage Indenture to be dated as of March 1, 1980, 
setting out the terms of the Bonds. The terms are 
expected to include provisions that no Bond shall be 
redeemed (1) for any purpose prior to March 1, 
1985; or (2) at any time on or after March 1, 1985 if 
such redemption is for the purpose of or in 
anticipation of refunding such Bond through the 
use, directly or indirectly, of borrowed funds or a 
preferred stock issue (a) at an effective cost to 
HELCO (computed in accordance with generally 
accepted financial principles) less than the interest 
rate of the bonds, or (b) having a weighted average 
life to maturity less than that of the bonds, except 
that on and after March 1, 1988 up to one-half of the 
initial aggregate principal amount of the Bonds may 
be redeemed pursuant to one or more such 
refundings. HELCO has stated that the purchaser is 
unwilling to purchase the Bonds in the absence of 
the aforesaid redemption and refunding protection. 


The net proceeds from the sale of the Bonds will be 
used to repay an equal principal amount of short- 
term borrowings, estimated to total approximately 
$73,900,000 at the time of such sale, which were 
incurred to finance HELCO’s construction program. 
HELCO’s 1980 construction program expenditures 
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are estimated to total $66,400,000, which includes 
$2,200,000 for nuclear fuel. In addition to the sale of 
the Bonds and internal cash generation, the 
Company expects to effect additional preferred 
stock (and possibly additional first mortgage bond) 
financing in 1980 to finance the completion of its 
1980 construction program and to meet bond 
maturity and sinking fund requirements of 
$12,715,000 in 1980. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. The 
proposed issuance and sale of Bonds by HELCO is 
subject to the jurisdiction of the Connecticut 
Division of Public Utility Control. It is stated that no 
other state commission and no federal commission, 
other thanthis Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 14, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21441/February 15, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


NATIONAL GAS STORAGE CORPORATION 
10 Lafayette Square 
Bufflao, New York 14203 


(70-5961) 


NOTICE OF PROPOSED TRANSACTIONS RELATED 
TO THE ORGANIZATION OF A NEW SUBSIDIARY 
COMPANY TO ENGAGE IN THE UNDERGROUND 
STORAGE OF GAS FOR NONAFFILIATED UTILITIES 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (‘National’), a registered holding 
company, and two of its subsidiary companies, 
National Fuel Gas Supply Corporation (“Supply 
Corporation”) and National Gas Storage Corporation 
(“Storage Corporation”), have filed an amended 
application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6(a), 7, 9(a), 
10, 11, and 12 of the Act and Rules 43 and 45 
promulgated thereunder as applicable to the 
following proposed transactions. All interested 
persons are referred to the amended application- 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


National, the holding company, performs financing 
and administrative functions on behalf of its 
subsidiaries but is not engaged in the transmission 
or distribution of natural gas. It has no material 
assets except for the securities of its subsidiaries. 
Supply Corporation, a Pennsylvania corporation, is 
engaged in the interstate production, purchase, 
storage, transportation, and sale of natural gas at 
wholesale. It owns and operates an integrated gas 
pipeline supply network extending from the 
southwestern part of Pennsylvania to the New York- 
Canadian border. Approximately 98% of the natural 
gas produced and purchased by Supply is sold to 
National Fuel Gas Distribution Corporation 
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(“Distribution Corporation”), a wholly owned public 
utility subsidiary of National. Supply Corporation 
also supplies natural gas at wholesale and renders 
gas storage service to certain nonaffiliated utilities. 
Storage Corporation was incorporated on June 9, 
1976, under the Transportation Corporations Law of 
the State of New York. Storage Corporation has no 
assets or liabilities and no securities outstanding. It 
has been formed by National to engage in the 
storage of gas and related activities upon 
consumation of the transactions described below. 


A notice was issued in this proceeding on February 
14, 1977 (HCAR No. 19884); however, the filing was 
never completed and no order was issued. The 
companies have now filed an amendment to the 
application-declaration which restates entirely the 
original filing. 


It is proposed that Storage Corporation will issue 
securities and acquire from Supply Corporation 
assets necessary to develop underground gas 
storage and related transportation facilities in 
Southwestern New York and adjoining northwestern 
Pennsylvania having an aggregate top gas storage 
capacity of approximately 23.5 billion cubic feet 
(“BCF”). Initial construction is being carried out by 
Supply Corp. in expectation of transferring partially 
completed facilities to Storage Corporation as of 
April 1, 1980. The total cost of development for 
Storage Corporation's facilities is estimated to 
exceed $68,000,000 over the period of preliminary 
development and the two to three-year construction 
period. Storage Corporation will render gas storage 
service to non-affliated utilities. These utilities will 
utilize Storage Corporation’s service so that they may 
continue to deliver gas to high priority residential 
and commercial customers during the winter 
months when demand is high, from supplies stored 
over the summer months when gas is relatively more 
plentiful. Normally, gas is stored during the months 
of April through October, and withdrawn from 
storage for use during the months of November 
through March (“Storage Year”). 


It is stated that Supply Corporation has extensive 
experience in underground gas storage operations 
and owns rights in several areas which may be 
developed for gas storage purposes. Supply 
Corporation currently operates, independently or in 
conjunction with certain of its suppliers, 31 
underground gas storage areas within the National 
Fuel Gas System. It is proposed that Storage 
Corporation will acquire from Supply Corporation (i) 
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one of the existing developed storage areas and (ii) 
partially constructed facilities and leasehold 
interests at two undeveloped areas. 


The developed area is known as the East 
Independence Pool and has an estimated top gas 
storage Capacity capability of 3.3 BCF. This capacity 
is in excess of the system's internal needs for the 
foreseeable future and may therefore be transferred 
to Storage Corporation to serve non-affiliated utilities 
without adversely affecting existing customers of the 
System. The two partially constructed undeveloped 
areas are known as the West Independence and 
Beech Hill pools and have respective estimated top 
gas storage capacity capabilities of 8.2 and 12.0 
BCF. 


In order for Storage Corporation to complete 
development of the underground gas storage 
facilities and render storage service to customers, 
the applicants-declarants intend to capitalize 
Storage Corporation through the following 
transactions. The transactions would be 
consummated as of April 1, 1980, or as soon 
thereafter as possible (“Closing Date’), with the 
exception of transactions (A)(1) and (A)(2) below, 
which would be consummated in advance of the 
Closing Date. 


A. Transactions taking place before the Closing Date: 


(1) National proposes to issue and sell from time to 
time during the period from the date of the 
Commission's order authorizing this transaction 
through the Closing Date, its unsecured short-term 
notes to The Chase Manhattan Bank, N.A. (“Chase”), 
pursuant to a Letter Agreement between Chase and 
National, in an aggregate principal amount not to 
exceed $4.7 million at any one time outstanding. The 
notes will mature within twelve months from their 
date of issue, will bear interest payable quarterly at 
the prime commercial rate of Chase in effect from 
time to time, and will be prepayable, in whole or in 
part, at any time without penalty. 


National has informally agreed with Chase to 
maintain average balances of 20% of the average 
loans outstanding; however, the average balances 
maintained for normal operating needs are 
sufficient to cover these amounts. Assuming an 
average balance of 20% were required, the effective 
cost of money, based on a 15.25% prime rate, would 
be 19.0625%. There will be no commitment fee nor 
any closing or related costs in connection with 
National’s borrowings from Chase. 
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National proposes to use the proceeds of such short- 
term borrowings to acquire for cash from time to 
time, prior to the Closing Date, up to $4.7 million 
aggregate principal amount at any one time 
outstanding of short-term unsecured notes from 
Supply Corporation. 


(2) Inexchange for equal cash consideration, Supply 
Corporation will issue from time to time to National, 
during the period commencing with the 
authorization by the Commission of this transaction 
and ending with the Closing Date, up to $4.7 million 
aggregate principal amount of short-term 
unsecured notes. Each such note will be dated the 
date and bear the effective interest rate of related 
short-term notes of National issued to Chase, noted 
above. Each short-term note of Supply Corporation 
issued pursuant to this transaction will mature 
within twelve months of its date of issue with interest 
payable quarterly until the principal amount is paid 
in full. Supply Corporation will have the option to 
prepay any note issued pursuant to this transaction 
at any time, in whole or in part, without penalty or 
premium. Supply Corporation will use the proceeds 
of these notes for construction expenditures during 
1980 for gas storage facilities which are proposed to 
be transferred to Storage Corporation. On the 
Closing Date, Storage Corporation will assume 
Supply Corporation’s indebtedness to National 
represented by the aggregate amount of notes 
outstanding pursuant to this transaction, as partial 
consideration for the transfer by Supply Corporation 
to Storage Corporation of its interest in construction 
work in progress at the storage facilities, as 
described below under transaction (B)(1)(b). 


B. Transactions taking place on or after the Closing 
Date. 


(1) Supply Corporation: (B)(1)(a) In exchange for 25 
shares of Storage Corporation common stock, no par 
value, Supply Corporation will convey to Storage 
Corporation all of the right, title, and interest of 
Supply Corporation existing as of June 1, 1976, in 
facilities at East Independence and unimproved 
leasehold interests at West Independence and 
Beech Hill. The 25 shares of common stock of 
Storage Corporation will be entered on the books of 
Supply Corporation at the net book value of the 
facilities and leasehold interests transferred as 
determined by original cost less accumulated 
depreciation, amortization, and depletion, if any, to 
the date of transfer, as they appear on the books of 
Supply Corporation. Assuming that the transfers 
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occur as of April 1, 1980, the facilities and leasehold 
interests at the respective storage areas are 
expected to have net book values approximating 
$2,965,000, $47,000, and $6,000, for an estimated 
total of $3,018,000. 


(B)(1)(b) In exchange for the assumption by Storage 
Corporation of indebtedness to National 
represented by (i) Supply Corporation’s $5 million 
9.6% promissory note due December 31, 1980, (ii) 
Supply Corporation's $4.9 million prime interest rate 
promissory note due December 31, 1980, (iii) 
Supply Corporation’s $17.5 million 8.7% promissory 
note due December 31, 1980, and (iv) up to $4.7 
million aggregate principal amount of short-term 
unsecured notes described in transaction (A)(2) 
above, together in each case with accrued interest 
payable at the time of assumption, Supply 
Corporation will convey to Storage Corporation all of 
Supply Corporation’s right, title, and interest in 
construction work in progress representing 
improvements, materials, and preliminary 
development at the three storage areas. As of April 1, 
1980, such improvements, materials, and 
preliminary development are expected to aggregate 
approximately $32,100,000. 


(b)(1)(c) Supply Corporation will transfer to National 
as a dividend, all of the 25 shares of common stock 
of Storage Corporation which it will receive pursuant 
to transaction (B)(1)(a) above. 


2. Storage Corporation: (B)(2)(a) As consideration 
for the assets to be acquired from Supply 
Corporation indicated in transaction (B)(1)(a), 
Storage Corporation will issue 25 shares of its fully 
paid and non-assessable common stock, no par 
value, to Supply Corporation. The entire 
consideration received for such shares shall 
constitute stated capital of Storage Corporation and 
shall be valued at the net book value of the assets 
acquired as they appear on the books of Supply 
Corporation as determined by original cost less 
accumulated depreciation, amortization, and 
depletion, if any, to the date of transfer. 


(B)(2)(b) As consideration for assets to be acquired 
from Supply Corporation indicated in transaction 
(B)(1)(b) above, Storage Corporation will assume 
the indebtedness of Supply Corporation to National 
represented by a $5.0 million 9.6% promissory note 
due December 31, 1980, a $4.9 million prime 
interest rate promissory note due December 31, 
1980, a $17.5 million 8.7% promissory note due 
December 31, 1980, and up to $4.7 million 
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aggregate principal amount of short-term 
unsecured notes described in transaction (A)(2) 
above, together in each case with accrued interest 
payable to the time of assumption of the 
indebtedness. 


(B)(2)(c) As consideration for the cancellation by 
National of the $5.0 million 9.6% note, the $4.9 
million prime interest rate note, and the $17.5 
million 8.7% note assumed by Storage Corporation 
under transaction (B)(2)(b) above, Storage 
Corporation will issue to National the following: (i) 75 
shares of its fully paid and non-assessable common 
stock, no par value. These shares will be entered on 
the books of Storage Corporation, representing $9.1 
million of stated capital, and will be deemed to have 
been issued in return for cancellation of a $9.1 
million portion of the Storage Corporation’s 
indebtedness to National. (ii) 320,000 shares of its 
cumulative preferred stock, 9.6% Series ($25 par 
value). These shares will be entered on the books of 
National at $8.0 million and will be deemed to have 
been received in return for the cancellation of an 
$8.0 million portion of Storage Corporation's 
indebtedness to National. (iii) $10.3 million 
aggregate principal amount of its serial unsecured 
notes. These notes will bear interest at 8.7% whichis 
equal to the effective cost of capital incurred by 
National in connection with the 1977 Debentures, 
rounded to the next highest 1/10 of 1%. The notes 
will have maturities corresponding to sinking fund 
payment dates for the 1977 Debentures and will 
have principal amounts equal to sinking fund 
requirements on the proportion of the proceeds of 
the 1977 Debentures which Storage Corporation 
receives. These notes will be deemed to have been 
received in return for the cancellation of a $10.3 
million portion of Storage Corporation’s 
indebtedness to National. 


(B)(2)(d) In exchange for equal cash consideration, 
Storage Corporation will issue from time to time to 
National, during the period commencing with the 
Closing Date and ending December 31, 1980, up to 
$14 million aggregate principal amount of short- 
term unsecured notes. Each such note will be dated 
the date and bear the effective interest rate of related 
short-term notes of National issued to Chase, for 
which authorization is requested pursuant to 
transaction (B)(3)(d) below. Each short-term note of 
Storage Corporation issued pursuant to this 
transaction will mature within twelve months of its 
date of issue with interest payable quarterly until the 
principal amount is paid in full. Storage Corporation 
will have the option to prepay any note issued 
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pursuant to this transaction at any time, in whole or 
in part, without penalty or premium. Storage 
Corporation will use the proceeds of these notes for 
its construction program. Repayment of these notes 
is expected to be made from the proceeds of a 
financing to be done as soon as may be practicable. 


3. National: (B)(3)(a) In consideration of the 
assumption by Storage Corporation of up to $32.1 
million aggregate indebtedness of Supply 
Corporation to National as indicated in transaction 
(B)(2)(b) above, National will release Supply 
Corporation from all liability under such 
indebtedness. 


(B)(3)(b) National will acquire 25 share of Storage 
Corporation common stock, no par value, as a 
dividend from Supply Corporation as described in 
transaction (1)(a) above. National will enter these 
shares on its its books at the same value as appears 
on the books of Supply Corporation at the time of 
transfer. 


(B)(3)(c) As described in transaction (B)(2)(c) 
above, as consideration for the cancellation by 
National of the $5.0 million 9.6% note, the $4.9 
million prime interest rate note, and the $17.5 
million 8.7% note assumed by Storage Corporation 
under transaction (B)(2)(b) above, National will 
acquire from Storage Corporation the following: (i) 
75 shares of Storage Corporation common stock, no 
par value. These shares will be valued at $9.1 million 
on the books of National and will be deemed to have 
been received in return for the cancellation of a $9.1 
million portion of Storage Corporation’s 
indebtedness to National. (ii) 320,000 shares of 
Storage Corporation’s cumulative preferred Stock, 
9.6% Series ($25 par value), having an aggregate par 
value of $8.0 million. This preferred stock will be 
entered on the books of National at $8.0 million and 
will be deemed to have been received in return for 
the cancellation of an $8.0 million portion of Storage 
Corporation's indebtedness to National. (iii) $10.3 
million aggregate principal amount of the serial 
unsecured notes of Storage Corporation. These 
notes will be entered on the books of National at 
$10.3 million and will be deemed to have been 
received in return for the cancellation of a $10.3 
million portion of Storage Corporation’s 
indebtedness to National. 


(B)(3)(d) National will issue and sell from time to 
time during the period from the Closing Date through 
December 31, 1980, its unsecured short-term notes 
to Chase in an aggregate principal amount not to 
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exceed $14 million at any one time outstanding. 
These notes will be subject to the same terms and 
conditions as those applying to the notes which 
National proposes to issue and sell to Chase prior to 
the Closing Date, pursuant to transaction (A)(1) 
above. 


(B)(3)(e) National will use the proceeds of the short- 
term borrowings to acquire for cash from time to 
time prior to December 31, 1980, up to $14 million 
aggregate principal amount at any one time 
outstanding of short-term notes from Storage 
Corporation, as described in transaction (B)(3)(d) 
above. 


Applicants-declarants believe the proposed storage 
project is in the public interest, because, among 
other things, it will assist public utilities in their effort 
to minimize curtailments of gas deliveries to their 
high priority residential and commercial customers 
during periods of high demand. The project will also 
develop a valuable asset of the National Fuel Gas 
System and is expected to provide a stable source of 
income. 


The fees and expenses to be incurred in connection 
with the proposed transactions are to be filed by 
amendment. 


It is represented that the requisite authorization of 
the proposed transactions has been or will be 
obtained from the Federal Energy Regulatory 
Commission and that no other state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


The applicants-declarants have requested that, in 
order to alleviate excessive paper work, they be 
permitted to file Rule 24 certificates related to short- 
term borrowings as soon after each quarter as 
practicable and that the time for filing the certificate 
respecting transactions other than short-term 
borrowings be extended to 60 days after 
consummation of such transactions to permit 
preparation of financial statements and schedules 
of total fees and expenses. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 13, 1980 request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if 
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the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and prooi f service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended or as it may be further amended, may be 
granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21442/February 20, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 


KINGSPORT POWER COMPANY 
Roanoke, Virginia 


OHIO POWER COMPANY 
Canton, Ohio 


WHEELING ELECTRIC COMPANY 
Wheeling, West Virginia 
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AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6361) 


SUPPLEMENTAL ORDER AUTHORIZING CHANGES 
IN LINES OF CREDIT WITH BANKS 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Appalachian 
Power Company (“Appalachian”), Indiana & 
Michigan Electric Company (“l&M”), Kentucky 
Power Company (‘“KPCO”), Kingsport Power 
Company (‘Kingsport’), Ohio Power Company 
(“Ohio Power”) and Wheeling Electric Company 
(“Wheeling Electric”), AEP’s subsidiary public utility 
companies, have filed with this Commission a post- 
effective amendment to an application-declaration 
previously filed with this Commission pursuant to 
Sections 6(b) and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 50(a)(2) and 
50(a)(5) promulgated thereunder concerning the 
following proposed transactions. 


By prior order in this proceeding (HCAR No. 21352, 
December 21, 1979), AEP was authorized to issue 
and sell, from time to time, prior to January 1, 1981, 
short-term notes and commercial paper, to banks, 
and to a dealer in commercial paper respectively, in 
an amount of up to $165,000,000, such notes 
maturing no later than June 30, 1981. 


AEP now proposes to issue and sell such short-term 
notes to 11 banks with lines of credit in an aggregate 
amount of $229,000,000, subject to the previously 
ordered limit on outstanding notes. The banks and 
the line of credit which AEP has established at each 
such bank is as follows: 


Name Amount 
Chemical Bank, New York, N.Y. .............005- $50,000,000 
The Chase Manhatten Bank (National 

Association), NEW VOR NIV... cc. ccceccusccccoce 50,000,000 
Manufacturers Hanover Trust Company 

NEW Yank RO Wo a oclc. eS ened canes ntenceee 25,000,000 
Morgan Guaranty Trust Company of New York 

NGI YORK Nels oc vacisciancecaudceuaas seersiotegue 18,000,000 
Marine Midland Bank, New York, N.Y.............. 10,000,000 
Bankers Trust Company, New York, N.Y. ........... 9,000,000 
The Bank of New York, New York, N.Y. ...........-. 6,000,000 
The Cleveland Trust Company, Cleveland, Ohio..... 7,000,000 
First Pennsylvania Bank and Trust Company, 

Philadelphia, PA 9,000,000 
Mellon Bank, N.A., Pittsburgh, PA 20,000,000 
Credit Lyonnais, New York, N.Y...........0eeee eens 25,000,000 


$29,000,000 
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In all other respects the previous order of this 
Commission remains unchanged. 


No additional fees or expenses will be incurred in 
connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21443/February 21, 1980 


In the Matter of 

CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 

Dallas, Texas 75250 

(70-6418) 

NOTICE OF PROPOSED CHARTER AMENDMENT TO 
INCREASE AUTHORIZED COMMON STOCK; ORDER 
AUTHORIZING SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH 
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NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7 and 12(e) of the Act and Rules 62 and 65 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


CSW proposes to amend its Restated Certificate of 
Incorporation, as heretofore amended, to increase 
its authorized common stock, par value $3.50, from 
80,000,000 shares to 120,000,000 shares. 
Proceeds from the sale of such additional shares will 
be used to help finance planned construction 
requirements of approximately $3,693,000,000 for 
1980-1984. As of December 31, 1979, CSW had 
71,770,571 shares outstanding. CSW proposes to 
submit the amendment to its stockholders at its 
annual meeting to be held on April 17, 1980. CSW 
proposes to solicit proxies from its shareholders, 
through the use of proposed soliciting material, to 
obtain the required approval of the proposed 
amendment, to elect directors and to select 
auditors. An affirmative vote of the holders of a 
majority of the outstanding shares of common stock 
issued and entitled to vote at the annual meeting is 
required for adoption of the amendment. 


Information regarding the fees and expenses to be 
incurred in connection with the proposed 
transaction will be supplied by amendment. It is 
stated that no state commission and no federal 
commission, other than this Commission has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 17, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said declaration which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
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declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


It appears to the Commission that the declaration, 
insofar as it proposes the solicitation of proxies from 
CSW's stockholders, should be permitted to become 
effective forthwith pursuant to Rule 62: 


IT IS ORDERED that the declaration, regarding the 
proposed solicitation of proxies of CSW’s 
stockholders be, and it hereby is, permitted to 
become effective forthwith pursuant to Rule 62 and 
subject to the terms and conditions prescribed in 
Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21444/February 21, 1980 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6362) 


SUPPLEMENTAL ORDER AUTHORIZING CHANGES 
IN LINES OF CREDIT WITH BANKS 


Indiana & Michigan Electric Company (“l&M’”), an 
electric utility subsidiary company of American 
Electric Power Company, Inc. (“AEP”), a registered 
holding company, has filed with this Commission a 
post-effective amendment to an application 
previously filed with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rules 50(a)(2) and 50(a)(5) 
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promulgated thereunder concerning the following 
proposed transactions. 


By prior order in this proceeding (HCAR No. 21366, 
December 28, 1979), |&M was authorized to issue 
and sell, from time to time, prior to January 1, 1981, 
short-term notes and commercial paper to banks 
and to a dealer in commercial paper respectively, in 
an amount of up to $150,000,000, such notes 
maturing no later than June 30, 1981. 


By post-effective amendment |&M proposes to 
amend its application by: (1) adding the Marine 
Midland Bank, New York, N.Y. as one of the banks 
which is extending to |&M a line of credit, the line of 
credit established will be $10,000,000; (2) 
increasing the line of credit at Mellon Bank, N.A., 
Pittsburgh, P.A., (previously listed as Mellon 
National Bank and Trust Company) from 
$9,000,000 to $20,000,000 and; (3) changing its 
credit arrangements to total $329,655,000 with 43 
banks. The previously ordered limit of $150,000,000 
on outstanding notes will not be changed. 


No additional fees will be incurred by I&M in 
connection with the proposed transactions. No state 
commission, and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, as 
amended by said post-effective amendment, be 
granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby, is granted forthwith, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21445/February 21, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


(70-6363) 


SUPPLEMENTAL ORDER AUTHORIZING CHANGES 
IN LINES OF CREDIT WITH BANKS 


Appalachian Power Company (“Appalachian”), an 
electric utility subsidiary company of American 
Electric Power Company, Inc., (“AEP”), a registered 
holding company, has filed with this Commission a 
post-effective amendment to an application 
previously filed with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 50(a)(2) and 50(a)(5) 
promulgated thereunder concerning the following 
proposed transactions. 


By prior order in this proceeding (HCAR No. 21353, 
December 21, 1979), Appalachian was authorized 
to issue and sell, from time to time, prior to January 
1, 1981, short-term notes and commercial paper to 
banks and to a dealer in commercial paper 
respectively, in an amount of up to $200,000,000, 
such notes maturing no later than June 30, 1981. 


By post-effective amendment Appalachian 
proposes to amend its application by: (1) adding the 
Marine Midland Bank, New York, N.Y. as one of the 
banks which is extending to Appalachian a line of 
credit, the line of credit established will be 
$10,000,000; (2) increasing the line of credit at 
Mellon Bank N.A., Pittsburgh, PA, (previously listed 
as Mellon National Bank and Trust Company) from 
$9,000,000 to $20,000,000 and; (3) changing its 
credit arrangements to total $372,740,000 with 96 
banks. The previously ordered limit of $200,000,000 
on outstanding notes will not be changed. 


No additional fees will be incurred by Appalachian in 
connection with the proposed transactions. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
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adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, as 
amended by said post-effective amendment, be 
granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21446/February 21, 1980 


In the Matter ot 


THE SOUTHERN COMPANY 
64 Perimeter Center East 
P.O. Box 720071 

Atlanta, Georgia 30346 


ALABAMA POWER COMPANY 

ALABAMA PROPERTY COMPANY 

SOUTHERN ELECTRIC GENERATING COMPANY 
600 North 18th Street 

P.O. Box 2641 

Birmingham, Alabama 35291 


GEORGIA POWER COMPANY 
PIEDMONT-FORREST CORPORATION 
270 Peachtree Street, N.W. 

P.O. Box 4545 

Atlanta, Georgia 30302 


GULF POWER COMPANY 
75 North Pace Boulevard 
P.O. Box 1151 

Pensacola, Florida 32520 


MISSISSIPP! POWER COMPANY 
2992 West Beach 

P.O. Box 4079 

Gulfport, Mississippi 39501 
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SOUTHERN COMPANY SERVICES, INC. 
800 Shades Creek Parkway 

P.O. Box 2625 

Birmingham, Alabama 35202 


(70-6407) 


NOTICE OF PROPOSAL BY HOLDING COMPANY 
SYSTEM TO ALLOCATE ITS CONSOLIDATED 
INCOME TAX LIABILITY IN A MANNER DIFFERING 
FROM THAT EXCEPTED BY RULE 45(b)(6) 


NOTICE IS HEREBY GIVEN that The Southern 
Company (“Southern”), a registered holding 
company, and its above-named wholly-owned 
subsidiary companies (collectively, with Southern, 
“The Southern System”) have filed a joint 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Section 12(b) of the Act and Rule 45 
promulgated thereunder as applicable to the 
proposed transaction. 


All interested persons are referred to the 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Southern and its subsidiaries join annually in the 
filing of consolidated Federal income tax returns. 
The consolidated Federal income tax liabilities are 


allocable among the members of The Southern™ 


System in accordance with the provisions of Section 
1522 of the Internal Revenue Code of 1954 and other 
applicable requirements of Rule 45(b)(6) under the 
Act as modified by the Commission’s orders of 
December 4, 1958, (HCAR No. 13876), March 2, 
1961 (HCAR No. 14382), April 26, 1963 (HCAR No. 
14860), March 15, 1976 (HCAR No. 19429), 
February 4, 1977 (HCAR No. 19873), June 7, 1978 
(HCAR No. 20582), April 30, 1979 (HCAR No. 
21033). 


Under Section 1552(a)(1) as modified by orders of 
the Commission dated April 26, 1963, and March 
15, 1976, (i) the tax (28%) on consolidated net long- 
term capital gain is apportioned among the group 
members in accordance with the ratio which that 
portion of the consolidated net long-term capital 
gain attributable to each member of the group 
having net long-term capital gain bears to the 
consolidated net long-term capital gain, (ii) the tax 
and surtax (46%) on ordinary income is apportioned 
in accordance with the ratio which that portion of the 
consolidated ordinary taxable income attributable to 
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each member of the group having ordinary taxable 
income bears to the consolidated ordinary taxable 
income, and (iii) investment tax credits allowable to 
the group are allocated to those members whose 
investments generated the credits. Under the 
circumstances hereinafter described, certain 
inequities and distortions will result if the allocation 
of the group’s consolidated income tax liabilities for 
1979 is effected pursuant to the provisions of Rule 
45(b)(6) as set forth above. 


Set forth below are the estimated 1979 separate 
taxable incomes and losses of the members of The 
Southern System (adjusted to take into account the 
consolidation and, thus, comprising in the aggregate 
the consolidated net taxable income). 


Estimated Taxable 
Income (Loss) 
$(7,129,000) 
(43,651,466) 


Company 
The Southern Company 
Alabama Power Company 
Alabama Property Company 
Georgia Power Company 89,984,426 
Piedmont-Forrest Corporation 306,422 
Gulf: Power: Company ac. c.65 0. se6 Reo ee 1,954,924 
Mississippi Power Company ...............e0eeeeee 9,769,850 
Southern Electric Generating Company 10,651,344 
Southern Company Services, Inc. .............00 eee (108,652) 
Consolidated $61,777,848 
fo 


The estimated consolidated income tax before 
investment tax credits is $28,129,179 (excluding 
the estimated minimum tax). In order to allocate 
such consolidated tax liability equitably, The 
Southern System proposes as an exception from the 
provisions of Rule 45(a)(6), that (i) the reduction in 
the consolidated tax liabilities arising from the net 
operating losses contributed to the consolidated tax 
returns by Alabama Power Company (“Alabama”) be 
allocated in their entirety to Alabama (but that each 
other operating company be allowed to offset its 
liability to Alabama by its full investment credits 
earned), and (ii) that in years when Alabama has 
taxable income and may be entitled to tax credits 
under the operating loss carryback and carryover 
provisions of Section 172(b) of the 1954 Internal 
Revenue Code, in order to comply with the separate 
return limitations required by Rule 45(b)(6), any tax 
credits remitted to Alabama as a result of the 
exception from the rule herein requested shall be 
applied to reduce any credits in future years to which 
Alabama may otherwise be entitled under any 
separate return limitations of Rule 45(b)(6). This 
method of allocation would, of course, continue to be 
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subject to the provision contained in sub-paragraph 
(6)(ii) of Rule 45(b) that the aggregate tax liability 
allocated to each subsidiary company should not 
exceed the amount of tax of such company based 
upon a separate return computed as if such 
company had always filed its tax return on a separate 
return basis. 


A comparison of the taxes allocated under the 
method prescribed by Rule 45(b)(6) and under the 
proposed method is as follows: 


Under 
Rule 45 


Under Re- 
quested 
Method 

(Before Investment Tax Credits) 

$— $— 

Alabama Power Company _ (20,079,674) 

Alabama Property Company _ _ 

Georgia Power Company 22,544,405 38,588,767 

Piedmont-Forrest Corporation _ _ 

Gulf Power Company 487,933 840,492 

Mississippi Power Company 2,438,415 4,200,306 

Southern Electric Generating 

Company 
Southern Company Services, 
Inc. = — 


$28,129,179 $28,129,179 





The Southern Company 


2,658,426 4,579,288 








The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $4,500, including legal fees of $1,500. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 19, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
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hearing or advi¢e as to whether a hearing is ordered 
will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 552/February 20, 1980 


The Securities and Exchange Commission has 
issued a notice giving interested persons until March 
17, 1980 to request a hearing on an application by 
Chrysler Financial Corporation pursuant to Section 
310(b)(1)(ii) of the Trust Indenture Act of 1939 
declaring that the trusteeship of United States Trust 
Company of New York under one indenture and 
successor trusteeship under five indentures of 
Chrysler Financial Corporation is not so likely to 
involve a material conflict of interest as to make it 
necessary to disqualify United States Trust 
Company of New York from acting as successor 
trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11048/February 14, 1980 


In the Matter of 


THE FINANCE COMPANY OF PENNSYLVANIA 
7 East Lancaster Avenue 
Ardmore, Pennsylvania 19003 


(812-4523) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT EXEMPTING A 
PROPOSED TRANSACTION FROM THE 
PROHIBITIONS OF SECTION 17(a) 


NOTICE IS HEREBY GIVEN that The Finance 
Company of Pennsylvania (“Applicant”), an open- 
end, non-diversified investment company registered 
under the Investment Company Act of 1940 (“Act”), 
filed an application on August 23, 1979, and an 
amendment thereto on January 30, 1980, for an 
order, pursuant to Section 17(b) of the Act, 
exempting from the prohibitions of Section 17(a) of 
the Act Applicant's sale 5,175 shares of Common 
Stock (“Shares”) to South Chester Tube Company 
(“South Chester’) for $5,806,350 in cash and a note. 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


The application states that South Chester is a 
Pennsylvania corporation which conducts its 
operations through its two wholly-owned 
subsidiaries, principally through Southco, Inc., and 
to a much lesser extent through Tacony Industrial 
Park, Inc. Southco, Inc.’s principal business is the 
manufacture and sale of specialty industrial 
fasteners. Tacony Industrial Park, Inc.’s principal 
asset is an industrial park which it leases to other 
parties. South Chester’s presently issued and 
outstanding Common Stock consists of 20,000 
shares, $50 par value, each share having identical 
rights and privileges. There are no other classes of 
stock of South Chester issued and outstanding. 


Applicant states that the Shares owned by it 
represent approximately 25.875% of South 
Chester's presently outstanding Common Stock and 
represent approximately 35.66% of Applicant's total 
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assets as of June 30, 1979. Applicant admits that 
since it owns more than 5% of the presently 
outstanding shares of South Chester Common 
Stock, Applicant and South Chester are deemed to 
be affiliated persons of each other under Section 
2(a)(3) of the Act. Furthermore, Applicant admits 
that since persons. who own more than 5% of 
Applicant's outstanding Common Stock also own 
Common Stock of South Chester, the proposed 
transaction does not qualify for the exemption 
provided by Rule 17a-6 under the Act. 


Applicant submits that in 1977, South Chester 
initially approached Applicant regarding a possible 
purchase by South Chester of up to 4,000 shares of 
South Chester’s Common Stock for $735 per share, 
which shares South Chester proposed to transfer toa 
subsidiary’s employee stock ownership plan. 
Because the Shares constituted such a significant 
percentage of Applicant’s total assets and 
Applicant’s investment policy contemplates that no 
more than 25% of the value of its portfolio shall be 
invested in the securities of one issuer, Applicant 
states that it seriously considered South Chester’s 
proposal. However, no agreement between 
Applicant and South Chester regarding the sale of 
any of the Shares was concluded in 1977. 


In 1978, Applicant submits that it attempted to 
interest a third party in purchasing the Shares and to 
enlist the aid of other South Chester stockholders in 
voting for the sale of South Chester’s assets to a third 
party. Due to the opposition of other South Chester 
stockholders, Applicant states that it was not 
successful in these efforts. Also during 1978, 
Applicant states that it received preliminary 
inquiries from various parties concerning the 
purchase of the South Chester shares owned by 
Applicant, but no definitive offers were received. 
Applicant represents that at this time it first became 
apparent to Applicant that none of these potential 
purchasers was interested in any transaction other 
than one involving substantially all of South 
Chester's Common Stock or substantially all of its 
assets. Applicant submits that since it lacked the 
power to effect such a transaction and since the 
Board of Directors of South Chester was not willing to 
enter into such a transaction, for all practical 
purposes the only likely purchaser for the Shares 
was South Chester. 


Because of Applicant’s continuing belief that the 
sale of the Shares to South Chester was the only 
viable means for disposition of the Shares at a fair 
price, negotiations between Applicant and South 
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Chester resumed in the Spring of 1979, and resulted 
in the execution of a Stock Purchase Agreement 
(“Agreement”) dated July 24, 1979. Applicant states 
that the Agreement was authorized and approved by 
the respective Boards of Directors of Applicant and 
South Chester. 


The Agreement provides that Applicant will sell, and 
South Chester will purchase, the Shares for an 
aggregate consideration of $5,806,350, or $1,122 
per share. The Agreement further provides for 
alternative payment terms. Under alternative (a) if 
Applicant receives an opinion from its investment 
adviser or an independent investment banking firm 
that the value of the South Chester note will not 
exceed 25% of the value of Applicant’s total assets 
on the closing date, Applicant will obtain (i) a cash 
payment in the amount of $1,740,000 at closing 
(just under 30% of the total consideration in order 
that the transaction can qualify as an installment 
sale for federal income tax purposes), and (ii) the 
delivery of South Chester's promissory note in the 
principal amount of $4,066,350, with interest 
payable quarterly at the rate of 9-1/2% per annum 
on the principal amount from time to time 


outstanding and with the principal amount payable 
in an installment of $1,591,350 on January 15, 
1981, and installments of $825,000 on January 15 


of each of the years 1982, 1983 and 1984. 


Under alternative (b) if Applicant’s investment 
adviser or an independent investment banking firm 
is not able to furnish the opinion referred to in (a) 
above, Applicant will obtain (i) a cash payment of 
$2,506,350 at the closing (plus such additional 
amount but not in excess of $250,000 as is 
necessary to reduce the principal amount of the note 
hereinafter described to an amount not in excess of 
25% of the value of Applicant’s total assets on the 
date of closing), and (ii) the delivery of South 
Chester’s promissory note in the principal amount of 
$3,300,000 (assuming no portion of the $250,000 is 
paid), with interest payable quarterly at the rate of 9- 
1/2% per annum on the principal amount from time 
to time outstanding and with the principal amount 
payable in four equal installments on January 15th 
of each of the years 1981, 1982, 1983 and 1984 
(with provision for decrease in the first maturing 
installment by an amount equal to the amount of any 
increase in the initial cash payment). 


Applicant states that consummation of the sale of 


the Shares is conditioned, among other things, upon 
receipt of (1) an order from the Commission 
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exempting the sale from the provisions of Section 
17(a) of the Act; (2) an opinion of special counsel to 
Applicant, or rulings from the Internal Revenue 
Service if deemed advisable by such special 
counsel, to the effect that (i) the sale will not 
adversely affect Applicant's present status and a 
regulated investment company for federal income 
tax purposes, (ii) the proceeds from the sale will 
qualify for capital gains treatment for federal income 
tax purposes, and (iii) if payment alternative (a) in 
the preceding paragraph becomes operative, the 
sale will be treated as an installment sale for federal 
income tax purposes; and (3) an opinion of counsel 
to South Chester as to certain other specified 
matters. 


Applicant represents that since there is no trading 
market for the Shares, its Board of Directors has 
traditionally established a fair value for the Shares. 
Applicant states that as of June 30, 1979, this fair 
value was $5,516,550 or $1,066 per share. Likewise, 
Applicant states that its investment adviser, as of 
May 2, 1979, valued the Shares at $1,066 per share. 
Those valuations included a 25% reduction based on 
the illiquidity of the issue. 


Applicant further represents that it retained Janney 
Montgomery Scott, an independent investment 
banking firm, to advise it on the possible sale and the 
fairness of any price negotiated for the Shares by 
Applicant and South Chester. Applicant states that 
by letter dated August 8, 1979, the investment 
banking firm stated its opinion that $1,122 per share 
represents a fair price for the Shares. Applicant also 
submits that Coopers & Lybrand arrived at a 
valuation of $1,122 per share, primarily based upon 
earnings multiples from the specialty fastener 
industry (South Chester's primary business). 


Applicant admits that the valuation of securities is, 
of course, not an exact science. Applicant states that 
based upon (i) the limited opportunities for sale 
available to Applicant; (ii) the independent 
judgment of Applicant’s Board of Directors; and (iii) 
the professional investment advice received by 
Applicant and South Chester, the price it will receive 
for the Shares and the terms upon which such price 
will be paid are fair. 


Applicant states that because South Chester was 
willing to entertain the transaction only on the basis 
that all of the Shares would be sold at the Closing, it 
initially sought payment of the entire purchase price 
in cash at the time the Shares were to be sold. 
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Applicant states that South Chester refused this 
request, citing its need to conserve cash for 
anticipated expansion and its normal working 
Capital requirements. Applicant believes that it was 
prudent to receive interest on the installments until 
paid at the rate of 9-1/2%, particularly since this 
interest income would be effectively replacing 
dividends on the Shares, which have been recently 
yielding approximately 5%. Applicant states that the 
interest rate was negotiated at the end of June, 1979 
and the parties agreed to a rate equal to that paid by 
General Motors Acceptance Corporation (“GMAC”) 
with respect to its notes having a three-to-five year 
maturity sold most recent to the end of the week 
preceding June 25, 1979. Both Applicant and South 
Chester believe that the interest rate selected was 
fair to both parties in that the GMAC rate was 
representative of interest rates then being paid for 
borrowings on a medium term basis by highly 
creditworthy borrowers. Applicant recognizes that 
although GMAC and South Chester are in different 
businesses (a finance company versus a 
manufacturing company), Applicant feels that the 
interest rate negotiated is an appropriate recognition 
of South Chester's ability to make the installment 
payments as and when they become due. Applicant 
represents that South Chester presently has no 
indebtedness outstanding. Nevertheless, Applicant 
submits that the note will become immediately due 
and payable if the retained earnings of South 
Chester as of the close of any calendar quarter are 
less than 200% of the unpaid principal balance of 
the note. 


Applicant represents that the South Chester note will 
be carried in Appliant’s financial statements at a fair 
value as determined by Applicant's Board of 
Directors. Applicant further represents that the 
Board of Directors expects to be advised on this 
question by its investment adviser or an 
independent investment banking firm selected by it, 
which will utilize accepted valuation techniques 
consistent with Applicant's policy for the valuation of 
securities. Such fair value will be determined as of 
the date of issuance of this note and from time to 
time in the future depending upon prevailing 
interest rates which cannot now be predicted. 


Section 17(a) of the Act provides, in pertinent part, 
that it is unlawful for any affiliated person of a 
registered investment company, or an affiliated 
person of such a person, acting as principal, 
knowingly to sell any security or other property to, or 
knowingly to purchase any security or other property 
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from, such registered company. Section 17(b) of the 
Act provides, however, that the Commission, upon 
application, shall exempt a transaction from such 
prohibition if evidence established that the terms of 
the proposed transaction, including the 
consideration to be paid, are reasonable and fair and 
do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policy of each registered 
investment company concerned and with the 
general purposes of the Act. 


Applicant asserts that the terms of the proposed 
transaction are fair and reasonable, and that the 
$1,122 per share purchase price for the Shares is a 
fair and reasonable price based on the appraisals of 
the Shares by Applicant's investment adviser, 
Janney Montgomery Scott, and Coopers & Lybrand. 
Furthermore, Applicant believes that the proposed 
transaction is consistent with the policy of Applicant 
and with the general purposes of the Act and is in 
Applicant’s best interests in that it will enable 
Applicant to diversify its assets and more closely 
adhere to its stated investment policies. 
Accordingly, Applicant requests that an order of 
exemption be granted under Section 17(b) of the Act 
with respect to the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 10, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11049/February 15, 1980 


EBERSTADT ASSET MANAGEMENT, INC. 
and EBERSTADT FUND MANAGEMENT, INC. 
61 Broadway 

New York, New York 10006 


File No. 812-4613 
Investment Company Act of 1940 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) OF THE ACT AND ORDER OF 
TEMPORARY EXEMPTION PENDING DETERMINA- 
TION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that Eberstadt Asset 
Management Inc. (“EAM”) and Eberstadt Fund 
Management Inc. (“EFM”), their officers, directors 
and employees (hereafter also called “Applicants”) 
have filed an application pursuant to Section 9(c) of 
the Investment Company Act of 1940, 15 U.S.C. 80a- 
1, et seq., aS amended (the ‘“Act’) for an order 
exempting them from the provisions of Section 9(a) 
of the Act, to the extent such section is applicable, 
and have requested that the Commission grant a 
temporary exemption from Section 9(a) pending the 
Commission's determination of the application for 
permanent exemption. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
therein which are summarized below. 


Applicants are Delaware corporations engaged in 
the business of advising investment companies and 
corporate pension and profit sharing plans. 


In March 1978, EAM (then called F. Eberstadt & Co., 
Inc. (“Eberstadt’’)) and EFM (then called F. Eberstadt 
& Co., Managers & Distributors, Inc. (“M&D")) were 
named as co-defendants in Civil Action No. 78-1055 
brought by the Commission in the United States 
District Court for the Southern District of New York 
(the “action”). Eberstadt acted as financial advisers 
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to Sun Company, Inc. in connection with the private 
purchases by LHIW, Inc., a wholly-owned subsidiary 
of Sun, of approximately 34% of the outstanding 
common stock of Becton, Dickinson and Company 
in January 1978. The Commission’s complaint 
alleges, inter alia, that LHIW’s purchases were not 
made in compliance with Section 14(d) of the 
Securities Exchange Act of 1934 (the “Exchange 
Act”) and that certain defendants constituted a 
“group” prior to January 1978 which violated Section 
13(d) of the Exchange Act by failing to file a timely 
Schedule 13D in connection therewith. The trial on 
the issue of liability was completed and the court 
held, inter alia, that Eberstadt and M&D had violated 
Section 13(d), and that Eberstadt had aided and 
abetted violations of Section 14(d) of the Exchange 
Act, and that Eberstadt had violated and M&D had 
aided and abetted violation of Sections 17(d) and 
17(e) of the Investment Company Act of 1940 (the 
“Act”). 


Applicants entered into a stipulation of settlement 
with the Commission and agreed to the entry by the 
court of an order terminating the action against them 
with prejudice and requiring them to comply with the 
stipulation of settlement (the “Order’). 


Section 9(a) of the Act, insofar as is pertinent here, 
disqualifies any person, or any company with which 
such person is affiliated, from acting in the capacity 
of employee, officer, director, member of any 
advisory board, investment adviser, or depositor for 
any registered investment company, or principal 
underwriter for any registered open-end company, 
registered unit investment trust, or registered face- 
amount certificate company, if such person is by 
reason of any misconduct enjoined by any court of 
competent jurisdiction from engaging in or 
continuing any conduct or practice in connection 
with the purchase or sale of any security. EAM and 
EFM do not concede that the Order would disqualify 
them under Section 9(a). 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the 
provisions of Section 9(a) either unconditionally or 
on an appropriate temporary or other conditional 
basis if it is established that the prohibitions of 
Section 9(a), as applied to the applicant, are unduly 
or disproportionately severe or that the conduct of 
such person has been such as not to make it against 
the public interest or protection of investors to grant 
such application. 
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EAM and EFM have submitted pursuant to Section 
9(c) that the prohibitions of Section 9(a) of the Act, to 
the extent they may be applicable to them by virtue 
of the entry of the Order, would be unduly and 
disproportionately severe as applied to them and 
that their conduct was not such as to make it against 
the public interest or protection of investors to grant 
this exemption. In support thereof, EAM and EFM 
represented that: 


(i) The opinion of the court on liability dealt with 
complex and uncertain areas of the law and 
constituted in major respects a case of first 
impression. Applicants relied throughout the 
transactions at issue on the advice of independent 
and competent counsel. 


(ii) Applicants have never been enjoined, 
permanently or temporarily, by order, judgment or 
decree of a court of competent jurisdiction from 
engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security. 


(iii) EAM and EFM have never before applied for an 
exemption from the provisions of Section 9(a) of the 
Act. 


(iv) Subsequent to the events and transactions 
which gave rise to Civil Action No. 78-1055, 
Eberstadt underwent a complete reorganization 
including a change in ownership and the divestiture 
of its brokerage and investment banking business. 
Eberstadt’s investment advisory businesses, 
renamed EAM and EFM, were acquired by and are 
now controlled by Marsh & McLennan Asset 
Management Company, whose affiliates include 
other registered investment companies and 
advisers. Because of this sale and change of 
ownership, the prohibitions of Section 9(a) would 
operate against the financial interests of parties not 
involved in the events and transactions which gave 
rise to the Order. 


(v) The prohibitions of Section 9(a) would 
unjustifiably deprive EAM & EFM and affiliated 
persons of their ability to act as investment advisers 
for investment companies, a line of business which 
EFM and affiliates have been successfully engaged 
in many years. Applicants and companies affiliated 
with them manage billions of dollars of funds. The 
prohibitions of Section 9(a) would cause extreme 
and undue hardship and disruptions to those 
persons and entities who have entrusted the 
management of their funds to Applicants and their 
affiliates. 
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(vi) EAM and EFM have relied on the Commission's 
staff's agreement to recommend a _ temporary 
exemption from the prohibitions of Section 9(a) in 
entering into a settlement of the action. 


The Commission has considered the matter and 
finds that: 


(1) the prohibitions of Section 9(a), to the extent they 
may be applicable, may be unduly or 
disproportionately severe as applied to EAM and 
EFM in that their conduct has been such as not to 
make it against the public interest or protection of 
investors to grant the application for a temporary 
exemption from Section 9(a) pending determination 
of the application; and 


(2) in order to maintain the uninterrupted services 
provided by EAM and EFM and affiliated persons to 
regulated investment companies and other 
managed accounts, it is necessary and appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act that 
the temporary order be issued forthwith. 


Accordingly, IT |S ORDERED, pursuant to Section 
9(c) of the Act, that EAM and EFM including their 
directors, officers, and employees, be and they are 
hereby temporarily exempted from the provisions of 
Section 9(a) of the Act pending final determination 
by the Commission of EAM’s and EFM'’s application 
for an order exempting them from the provisions of 
Section 9(a) of the Act, to the extent they may be 
applicable. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than March 17, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request and the issues of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
(air mail if the person being served is located more 
than 500 miles from the point of mailing) upon 
Willkie Farr & Gallagher, One Citicorp Center, 153 
East 53rd Street, New York, New York 10022. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time 
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after said date, as provided in Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the application herein may be 
issued by the Commission upon the basis of the 
information stated in said application, unless an 
order for hearing upon said application shall be 
issued upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11050/February 15, 1980 


SALOMON BROTHERS AND 
KENNETH LIPPER 

One New York Plaza 

New York, New York 10004 


File No. 812-4614 
Investment Company Act of 1940 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) OF THE ACT AND ORDER OF 
TEMPORARY EXEMPTION PENDING DETERMINA- 
TION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that Salomon Brothers 
and its officers, partners, limited partners and 
employees (“Salomon”) including Kenneth Lipper 
(“Lipper”) have filed an application pursuant to 
Section 9(c) of the Investment Company Act of 
1940, 15 U.S.C. 80a-1, et seq., as amended (the 
“Act”) for an order exempting them from the 
provisions of Section 9(a) of the Act, to the extent 
that they may be applicable, and have requested 
that the Commission grant a temporary exemption 
from Section 9(a) pending the Commission's 
determination of the application for permanent 
exemption. All interested persons are referred tothe 
pplication on file with the Commission for a 
tatement of the representations therein which are 
summarized below. 
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Salomon is a limited partnership engaged in the 
business of brokerage and investment banking and 
acts, among other things, as a principal underwriter 
and administrator for investment companies. Lipper 
is a general partner of Salomon. 


In March, 1978, Salomon and Lipper were named as 
co-defendants in Civil Action No. 78-1055 brought 
by the Commission in the United States District 
Court for the Southern District of New York (the 
“action”). Salomon acted as financial adviser to Sun 
Company, Inc. (“Sun”) inconnection with the private 
purchases by LHIW, Inc., a wholly-owned subsidiary 
of Sun, of approximately 34% of the outstanding 
common stock of Becton, Dickinson and Company 
in January 1978. The Commission’s complaint 
alleges, inter alia, that LHIW’s purchases were not 
made in compliance with Section 14(d) of the 
Securities Exchange Act of 1934 (the “Exchange 
Act”) and that certain defendants constituted a 
“group” priorto January 1978 which violated Section 
13(d) of the Exchange Act by failing to file a timely 
Schedule 13D in connection therewith. The trial on 
the issue of liability was completed and the court 
held, inter alia, that Lipper and Salomon aided and 
abetted violations of Sections 13(d) and 14(d) of the 
Exchange Act. 


Salomon and Lipper represent that in order to avoid 
continued protracted litigation with the Commission 
which would have involved substantial 
inconvenience and expense to Salomon and Lipper, 
Salomon and Lipper entered into a stipulation of 
settlement with the Commission and agreed to the 
entry by the court of an order which constituted 
neither an admission nor a denial by Salomon or 
Lipper of any issue of law or fact in the action and 
terminated the action with prejudice against them 
and required them to comply with the stipulation of 
settlement (the “Order’). 


Section 9(a) of the Act, insofar as is pertinent here, 
disqualifies any person, or any company with which 
such person is affiliated, from acting in the capacity 
of employee, officer, director, member of any 
advisory board, investment adviser, or depositor for 
any registered investment company, or principal 
underwriter for any registered open-end company, 
registered unit investment trust, or registered face- 
amount certificate company if such person is by 
reason of any misconduct enjoined by any court of 
competent jurisdiction from engaging in or 
continuing any conduct or practice in connection 
with the purchase or sale of any security. Salomon 
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and Lipper do not concede that the Order would 
disqualify them under Section 9(a) of the Act. 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the 
provisions of Section 9(a) either unconditionally or 
on an appropriate temporary or other conditional 
basis if it is established that the prohibitions of 
Section 9(a), as applied to the applicant, are unduly 
or disproportionately severe or that the conduct of 
such person has been such as not to make it against 
the public interest or protection of investors to grant 
such application. 


Salomon and Lipper submit pursuant to Section 9(c) 
that the prohibitions of Section 9(a) of the Act, tothe 
extent that they may be applicable by virtue of the 
entry of the Order, would be unduly and 
disproportionately severe as applied to them and 
that their conduct has not been such as to make it 
against the public interest or protection of investors 
to grant this exemption. In support thereof, Salomon 
and Lipper represent that: 


(i) The activities of Salomon and Lipper in 
connection with acting as a financial adviser to Sun 
did not relate to Salomon’s activities as a principal 


underwriter 
companies. 


and administrator for investment 


(ii) The opinion of the court on liability dealt with 
complex and uncertain areas of the law and 
constituted in major respects a case of first 
impression. Salomon and Lipper relied on the advice 
of independent and competent counsel in the 
transactions at issue. 


(iii) Prior to the court’s opinion on liability, Salomon 
and Lipper have never been found by any court to 
have violated any state or federal securities laws 
and, except for an isolated instance in the case of 
Salomon, have never been the subject of a 
Commission enforcement proceeding or found by 
the Commission to have violated any federal 
securities laws. 


(iv) The prohibitions of Section 9(a) would 
unjustifiably deprive Salomon of its ability to act as 
principal underwriter and administrator for 
investment companies, a line of business which 
Salomon has been successfully engaged in for the 
preceding 4 years. 


(v) The prohibitions of Section 9(a) would 
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unjustifiably disqualify any company with which 
Salomon or Lipper presently is or in the future may 
become an affiliated person. 


(vi) Salomon and Lipper have never before applied 
for an exemption from the provisions of Section 9(a) 
of the Act. 


(vii) Salomon and Lipper have relied on the 
Commission's Staff's indication of its intention to 
recommend and support a permanent exemption 
from the provisions of Section 9(a) of the Act and on 
its agreement to recommend that the Commission 
issue an order of temporary exemption from the 
provisions of Section 9(a) of the Act in entering intoa 
settlement of the action. 


The Commission has considered the matter and 
finds that: 


(1) to the extent that they may be applicable, the 
prohibitions of Section 9(a) may be unduly or 
disproportionately severe as applied to Salomon and 
Lipper in that their conduct has been such as not to 
make it against the public interest or protection of 
investors to grant the application for a temporary 
exemption from Section 9(a) of the Act pending 
determination of the application; and 


(2) in order to maintain the uninterrupted services 
provided by Salomon to the regulated investment 
companies involved, it is necessary and appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act that 
the temporary order be issued forthwith. 


Accordingly, IT |S ORDERED, pursuant to Section 
9(c) of the Act, that Salomon and its partners, 
officers, limited partners and employees, including 
Lipper, are hereby temporarily exempted from the 
provisions of Section 9(a) of the Act, to the extent 
that they may be applicable, pending final 
determination by the Commission of Salomon’s and 
Lipper’s application for an order exempting them 
from the provisions of Section 9(a) of the Act, to the 
extent that they may be applicable. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than March 17, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request and the issues of fact or law 


SEC DOCKET/727 





proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
(air mail if the person being served is located more 
than 500 miles from the point of mailing) upon 
Cleary, Gottlieb, Steen & Hamilton, One State Street 
Plaza, New York, New York 10004. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. At any time after said date, as 
provided in Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the 
Commission upon the basis of the information 
stated in said application, unless an order for 
hearing upon said application shall be issued upon 
request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11051/February 15, 1980 


In the Matter of 


BARCLAYS BANK INTERNATIONAL LIMITED 
c/o Paul B. Ford, Jr., Esq. 

Simpson Thacher & Bartlett 

One Battery Park Plaza 

New York, New York 1004 


(812-4501) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT EXEMPTING APPLICANT FROM 
ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Barclays Bank 
International Limited (‘Applicant’) filed an 
application on July 9, 1979, and amendments 
thereto on January 14, 1980, and February 4, 1980. 
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for an order of the Commission pursuant to Section 
6(c) of the Investment Company Act of 1940 (“Act”) 
exempting Applicant from all provisions of the Act. 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a subsidiary of Barclays 
Bank Limited, one of the major United Kingdom 
commercial banks, and is a bank registered in 
England as a company limited by shares under the 
United Kingdom Companies Act of 1948. According 
to the application, Applicant and its subsidiaries had 
total assets of approximately $25.2 billion and 
deposits of approximately $21.5 billion as of 
September 30, 1978. Applicant states that the 
operating income of Applicant and its subsidiaries is 
derived principally from interest on loans, overdrafts 
and placing funds with banks in connection with 
Eurocurrency liquidity management, facilitation of 
international money transfer and documentary 
credit business with correspondent banks. 


The application states that Applicant and its 
subsidiaries are principally engaged in retail and 
wholesale banking activities. According to the 
application, Applicant and its subsidiaries currently 
Operate in seventy five countries throughout the 
world and form the largest United Kingdom-based 
international banking group. Applicant states that its 
registered business office is located at 54 Lombard 
Street, London, England EC3P 3AH. 


Applicant represents that it is subject to regulatory 


supervision by the Bank of England, the 
government-owned central bank of England. 
Applicant also states that it files regular detailed 
reports with the Bank of England, which are 
designed in part to assess Applicant’s liquidity and 
exposure to asset-related and other risks. According 
to the application, most of the operations of 
Applicant and its subsidiaries conducted in seventy 
five different countries are subject to reserve 
requirements and controls imposed by central 
banks and other authorities in those countries. 
Applicant also represents that it is registered as a 
bank holding company pursuant to the Bank 
Holding Company Act of 1956, under which the 
Board of Governors of the Federal Reserve System 
regulates the types of activities in which a foreign 
bank holding company may engage in the United 
States and requires the filing of annual reports. In 
addition, Applicant states that it is supervised and 
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examined pursuant to the laws of New York, 
Massachusetts, Illinois, Pennsylvania, California, 
and Georgia, and is subject to the laws of the Virgin 
Islands, because it conducts business in those 
jurisdictions. 


According to the application, Applicant proposes to 
issue and sell unsecured prime quality commercial 
paper notes in minimum denominations of 
$100,000 in the United States. Applicant represents 
that the notes will be offered and sold to institutional 
and other comparable investors and not to the 
general public. Applicant states that such 
commercial paper will provide an alternate source of 
supply of United States dollars which will 
supplement United States dollars currently obtained 
by Applicant from other sources. The application 
states that the notes will constitute a direct 
obligation of Applicant, ranking on a pari passu basis 
with all depositors and all other unsecured 
unsubordinated indebtedness of Applicant, and will 
be superior to rights of equity shareholders. 
Applicant plans to sell the notes without registration 
under the Securities Act of 1933 (the “1933 Act”), in 
reliance upon an opinion of its United States counsel 
that the offering will qualify for an exemption from 
the registration requirements of the 1933 Act 
provided for certain shortterm commercial paper by 
Section 3(a)(3) thereof. Applicant states that it will 
not proceed with its proposed offering until it has 
received such an opinion letter. Applicant does not 
request Commission review or approval of such 
opinion letter and the Commission expresses no 
opinion as to the availability of any such exemption. 
Applicant further represents that the presently 
proposed issue of securities and any future public 
issue of securities shall have received prior to 
issuance one of the three highest investment grade 
ratings from at least one of the nationally recognized 
statistical rating agencies, and that Applicant will 
advise in writing its United States counsel in 
connection with preparation of its opinion regarding 
exemption under the 1933 Act, that such rating has 
been received. Applicant undertakes to ensure that 
each offeree of the notes will be provided with a 
memorandum describing its business and 
containing its most recent publicly available 
financial statements. Applicant states that the 
memorandum will also include a description of 
material deifferences between United States and 
United Kingdom generally accepted accounting 
principles. Applicant represents that the 
memorandum will be at least as comprehensive as 
memoranda which are customarily used in 
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connection with the issuance of commercial paper 
in the United States. In the event of subsequent 
offerings, Applicant states that such memorandum 
will be updated periodically and at least annually to 
reflect material changes in its financial position. 
Applicant further states that in the case of a future 
public offering of long-term debt securities in the 
United States, it will file a registration statement 
under the 1933 Act prior to offering such securities 
and will not sell such securities until the registration 
statement has been declared effective by the 
Commission. Applicant also undertakes that it will 
comply with the prospectus delivery requirements of 
1933 Act in offering and selling such securities. In 
the case of any offering of long-term debt securities 
in the United States not requiring registration under 
the 1933 Act, Applicant undertakes to provide to any 
offeree to whom it offers such securities in the 
United States a memorandum at least as 
comprehensive in its description of Applicant as 
memoranda customarily used in such offerings of 
long-term debt securities in the United States. 
Applicant states that such memorandum will also 
include a description of material differences 
between United States and United Kingdom 
generally accepted accounting principles, and will 
be updated at the time of subsequent offering to 
reflect material changes in Applicant's financial 
position. Applicant states that any future offerings of 
securities in the United States will be debt securities. 
Applicant consents to having any order granting the 
relief requested under Section 6(c) of the Act 
expressly conditioned upon its compliance with its 
undertaking regarding disclosure memoranda. 


Applicant represents that in connection with the 
issuance of the notes or any future securities, it will 
appoint an agent to accept service of process in any 
action based on the securities issued and instituted 
in any state or federal court by the holder thereof. 
Applicant further represents that it will accept 
jurisdiction in any state or federal court located in 
New York in any action based on the securities 
instituted by the holder. Applicant states that the 
appointment of agent for service of process and the 
acceptance of jurisdiction shall be irrevocable until 
the amounts due or to become due on the securities 
have been paid. 


Section 3(a)(3) of the Act defines investment 
company to mean “any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
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securities having a value exceeding 40 per centum 
of the value of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis.” Applicant states that there is 
uncertainty as to whether it would be considered an 
investment company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities, or transactions, from 
any provision under the Act or any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Applicant submits that it is subject to 
comprehensive supervision and regulation 
comparable in effect to the United States laws and 
regulations applicable to United States banking 
institutions. As a bank registered in the United 
Kingdom and subject to such regulations, Applicant 
argues that it is different from the type of institution 
Congress intended the Act to regulate. In addition, 
Applicant states that purchasers of its securities in 
the United States would have the benefit of United 
States securities laws and that such purchasers 
would be at no greater risk than purchasers of other 
large, well-regulated issuers. Applicant also asserts 
that if it were required to comply with the Act it would 
effectively be denied access to the United States 
capital market. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act 
would be necessary and appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 11, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
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such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11052/February 15, 1980 


In the Matter of 


BARCLAYS BANK LIMITED 
c/o Paul B. Ford, Jr., Esq. 
Simpson Thacher & Bartlett 
One Battery Park Plaza 
New York, New York 10004 


(812-4502) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT EXEMPTING APPLICANT FROM 
ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Barclays Bank 
Limited (“Applicant”) filed an application on July 9, 
1979, and amendments thereto on January 14, 
1980 and February 4, 1980, for an order of the 
Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
Applicant from all provisions of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 
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Applicant states that it is a bank registered in 
England as a company limited by shares having 
been incorporated under the United Kingdom 
Companies Act of 1862 to 1890. According to the 
application, Applicant and its subsidiaries 
constitute the largest |!!nited Kingdom based 
banking group and one of tiie largest banking groups 
in the world, in terms of deposits and total assets. 
The application represents that Applicant and its 
subsidiaries had total assets of approximately $47.7 
billion and deposits of approximately $41.2 billionas 
of December 31, 1978. Applicant states that it had 
issued and outstanding approximately 231 million 
ordinary shares converted into stock and held by 
133,454 shareholders. The stock is listed for trading 
on The Stock Exchange, London. 


According to the application, Applicant directly 
engages in retail and commercial banking, operates 
as one of four major United Kingdom clearing banks, 
and either directly or through United Kingdom 
subsidiaries, also engages in consumer finance, 
credit card operations, equipment leasing, 


merchant banking, factoring, trust activities and 
provides related financial services. The application 
also states that Applicant and its subsidiaries are 
principally engaged in retail and wholesale banking 


activities. The registered office of Applicant is 
located at 54 Lombard Street London, England 
EC3P 3AH. 


Applicant represents that it and its subsidiaries in 
the United Kingdom are subject to regulatory 
supervision by the Bank of England, the 
government-owned central bank of the United 
Kingdom. The application states that Applicant files 
regular detailed reports with the Bank of England, 
which are designed in part to assess Applicant's 
liquidity and exposure to asset-related and other 
risks. The application also represents that Applicant 
and its subsidiaries conduct commercial banking 
business in 75 different countries and most of its 
operations are subject to the reserve requirements 
and controls imposed by the central banks and other 
authorities in those countries. According to the 
application, Applicant is registered as a bank 
holding company pursuant to the Bank Holding 
Company Act of 1956, under which the Board of 
Governors of the Federal Reserve System regulates 
the types of activities in which a foreign bank holding 
company may engage in the United States and 
requires the filing of annual reports. In addition, 
Applicant states that the activities of its subsidiary 
operating in the United States are supervised and 
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examined pursuant to the laws of New York, 
Massachusetts, Illinois, Pennsylvania, California 
and Georgia, and are subject to the laws of the Virgin 
Islands. 


According to the application, Applicant proposes to 
issue and sell unsecured prime quality commercial 
paper notes in minimum denominations of 
$100,000 in the United States. Applicant represents 
that the notes will be offered and sold to institutional 
and other comparable investors and not to the 
general public. Applicant states that such 
commercial paper will provide an alternate source of 
supply of United States dollars which will 
supplement United States dollars currently obtained 
by Applicant from other sources. The application 
states that the notes will constitute a direct 
obligation of Applicant, ranking on a pari passu basis 
with all depositors and all other unsecured 
unsubordinated indebtedness of Applicant, and will 
be superior to rights of equity shareholders. 
Applicant plans to sell the notes without registration 
under the Securities Act of 1933 (the “1933 Act”), in 
reliance upon an opinion of its United States counsel 
that the offering will qualify for an exemption from 
the registration requirements of the 1933 Act 
provided for certain short term commercial paper by 
Section 3(a)(3) thereof. Applicant states that it will 
not proceed with its proposed offering until it has 
received such an opinion letter. Applicant does not 
request Commission review or approval of such 
opinion letter and the Commission expresses no 
Opinion as to the availability of any such exemption. 
Applicant further represents that the presently 
proposed issue of securities and any future public 
issue of securities shall have received prior to 
issuance one of the three highest investment grade 
ratings from at least one of the nationally recognized 
Statistical rating agencies, and that Applicant will 
advise in writing its United States counsel! in 
connection with preparation of its opinion regarding 
exemption under the 1933 Act, that such rating has 
been received. Applicant undertakes to ensure that 
each offegee of the notes will be provided with a 
memorandum describing its business and 
containing its most recent publicly available 
financial statements. Applicant states that the 
memorandum will also include a description of 
material deifferences between United States and 
United Kingdom generally accepted accounting 
principles. Applicant represents that the 
memorandum will be at least as comprehensive as 
memoranda which are customarily used in 
connection with the issuance of commercial paper 
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in the United States. In the event of subsequent 
offerings, Applicant states that such memorandum 
will be updated periodically and at least annually to 
reflect material changes in its financial position. 
Applicant further states that in the case of a future 
public offering of long-term debt securities in the 
United States, it will file a registration statement 
under the 1933 Act prior to offering such securities 
and will not sell such securities until the registration 
statement has been declared effective by the 
Commission. Applicant also undertakes that it will 
comply with the prospectus delivery requirements of 
1933 Act in offering and selling such securities. In 
the case of any offering of long-term debt securities 
in the United States not requiring registration under 
the 1933 Act, Applicant undertakes to provide to any 
offeree to whom it offers such securities in the 
United States a memorandum at least as 
comprehensive in its description of Applicant as 
memoranda customarily used in such offerings of 
long-term debt securities in the United States. 
Applicant states that such memorandum will also 
include a description of material differences 
between United States and United Kingdom 
generally accepted accounting principles, and will 
be updated at the time of subsequent offering to 
reflect material changes in Applicant's financial 
position. Applicant states that any future offerings of 
securities in the United States will be debt securities. 
Applicant consents to having any order granting the 
relief requested under Section 6(c) of the Act 
expressly conditioned upon its compliance with its 
undertaking regarding disclosure memoranda. 


Applicant represents that in connection with the 
issuance of the notes or any future securities, it will 
appoint an agent to accept service of process in any 
action based on the securities issued and instituted 
in any state or federal court by the holder thereof. 
Applicant further represents that it will accept 
jurisdiction in any state or federal court located in 
New York in any action based on the securities 
instituted by the holder. Applicant states that the 
appointment of agent for service of process and the 
acceptance of jurisdiction shall be irrevocable until 
the amounts due or to become due on the securities 
have been paid. 


Section 3(a)(3) of the Act defines investment 
company to mean “any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, ortrading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
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of the value of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis.” Applicant states that there is 
uncertainty as to whether it would be considered an 
investment company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities, or transactions, from 
any provision under the Act or any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Applicant submits that it is subject to 
comprehensive supervision and regulation 
comparable in effect to the United States laws and 
regulations applicable to United States banking 
institutions. As a bank registered in the United 
Kingdom and subject to such regulations, Applicant 
argues that it is different from the type of institution 
Congress intended the Act to regulate. In addition, 
Applicant states that purchasers of its securities in 
the United States would have the benefit of United 
States securities laws and that such purchasers 
would be at no greater risk than purchasers of other 
large, well-regulated issuers. Applicant also asserts 
that if it were required to comply with the Act it would 
effectively be denied access to the United States 
capital market. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act 
would be necessary and appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 11, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
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upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11053/February 19, 1980 


Mergers and Consolidations Involving Registered 
Investment Companies 


ACTION: Final rules. 


SUMMARY: The Commission today is adopting a 
series of rules and rule amendments which exempt 
specified mergers or consolidations of registered 
investment companies from certain prohibitions 
under the Investment Company Act of 1940. One 
rule among this series exempts certain mergers or 
consolidations of affiliated registered investment 
companies from that act’s prohibition against sales 
and purchases of property between affiliated 
persons. Two rules permit the sale of redeemable 
securities at a price other than a current public 
offering price described in the prospectus, ifthe sale 
is in connection with specified mergers, 
consolidations or offers of exchange involving a 
registered investment company. A rule amendment 
in this series permits the sale of redeemable 
securities at a price based upon an adjusted current 
net asset value in certain transactions regarding 
which an investment company’s directors have 
made certain findings protective of existing 
shareholders’ interests. Finally, another rule permits 
an investment adviser to bear expenses of a merger 
or consolidation involving a registered investment 


Volume 19, No. 9, March 4, 1980 


company. These rules are intended to eliminate the 
need for parties’ seeking exemptions for and the 
Commission's reviewing such transactions on a 
case-by-case basis through the application process. 


EFFECTIVE DATE: February 19, 1980. 
FOR FURTHER INFORMATION CONTACT: 


Joseph F. Mazzella, Esq. 

(202) 272-2033 or 

Paul Goldman, Financial Analyst 
(202) 272-2114 

Investment Company Act Study Group 
Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The 
Commission today is adopting a series of rules and 
amendments to rules under the Investment 
Company Act of 1940 [15 U.S.C. 80a-1 et seq.] (“the 
Act’) to permit specified mergers and 
consolidations involving registered investment 
companies without their having to obtain from the 
Commission exemptive orders under various 
provisions of the Act and rules promulgated 
thereunder. Among the rules, rule 17a-8 [17 CFR 
§270.17a-8] permits certain affiliated investment 
companies to merge or consolidate. Rule 22d-4 [17 
CFR §270.22d-4] allows the sale of redeemable 
securities of a registered investment company at a 
price other than the current public offering price 
described in the prospectus in connection with a 
merger of the registered investment company witha 
“private investment company”—that is, a company 
which is excluded from the statutory definition of 
“investment company” by section 3(c)(1) of the Act 
[15 U.S.C. 80a-3(c)(1)]. Rule 22d-5 [17 CFR 
§270.22d-5] extends to offers of exchange between 
a registered open-end investment company and a 
registered closed-end investment company the 
exemption from section 22(d) of the Act [15 U.S.C. 
80a-22(d)] presently available only to such 
transactions between two registered open-end 
investment companies. An amendment to rule 22c- 
1 [17 CFR §270.22c-1] deems certain sales of 
redeemable shares made in connection with 
specified mergers or consolidations to comply with 
that rule. Finally, amended rule 17d-1(d)(8) [17 CFR 
§270.17d-1(d)(8)] allows an investment adviser to 
bear expenses associated with a merger or 
consolidation of investment companies. The 
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reasons for the Commission's proposing these rules 
were discussed thoroughly in Investment Company 
Act Release No. 10886 (Oct. 3, 1979), 44 FR 58521 
(Oct. 10, 1979). Persons interested in a more 
detailed discussion of these rules should refer to that 
release. 


In response to its request for comments regarding 
the proposed rules and rules amendments the 
Commission received seven letters of comment. All 
commentators appeared to generally endorse the 
proposed rule, although each commentator 
recommended modifications or otherwise 
expressed criticisms of certain aspects of the 
proposals.' After carefully considering these 
comments, the Commission has determined to 
adopt the rules and rule amendments as proposed. 


FINAL RULES 


Accordingly, rule 17a-8 exempts from the 
prohibitions of section 17(a) a purchase or sale of 
property pursuant to a merger or consolidation of 
registered investment companies which may be 
affiliated persons of each other solely by reason of 
having common officers, directors and/or 
investment adviser;? provided that the board of 
directors of each participating investment company, 
including a majority of the directors who are not 
interested persons of any participating investment 
company, find that the transaction (1) is in the best 
interests of the investment company and (2) will not 
result in dilution of existing shareholders’ interests;? 
and further provided that such findings and the 
basis upon which they are made are recorded fully in 





‘Certain commentators questioned the propriety of 
the Commission's announcing its position regarding 
certain issues that may arise under section 36(a) of 
the Act [15 U.S.C. 80a-35(a)]. These commentators 
appeared to contend that section 36(a) is merely a 
jurisdictional provision which does not establish 
substantive stardards. To the contrary, section 36(a) 
imposes “minimum. stardards of behavior of 
investment company directors and advisors [which 
apply to] decisions they may be called upon to 
make.” Burks v. Lasker, Supreme Court Docket No. 
79-5218, Slip Opinion dated Nov. 13, 1979 at n.10. 
In this regard, it has been long recognized “that 
section 36(a) is a reservoir of fiduciary obligations 
imposed upon affiliated persons to prevent gross 
misconduct or gross abuse of trust not otherwise 
specifically dealt with in the Act.” Steadman v. SEC 
603 F.2d 1126 at 1142 (5th Cir. 1979), quoting, 
Brown v. Bullock, 194 F. Supp. 207, 238-39 n.1 
(S.D.N.Y.), aff'd, 294 F.2d 415 (2d Cir. 1961). 
Because the Commission specifically is authorized 
to bring an action under section 36(a), it believes 
that it is both desirable and appropriate to provide 
guidance as to activities or omissions which it may 
consider to breach those fiduciary obligations. 


?The rule does not represent a Commission finding 
that investment companies having common 
officers, directors or investment advisers are always 
affiliated persons or affiliated persons of an affiliated 
person. They may or may not be, depending on the 
facts. The rule enables the parties to go forward 
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without resolving that question if the requirements 
of the rule are met. Moreover, so long as the 
registered investment companies complied in good 
faith with rule 17a-8, a subsequent determination 
that such companies were not affiliated would not 
eliminate the basis for reliance on amended rule 
22c-1(a)(2). 


sThe release proposing adoption of the rules 
recognized the board of directors’ obligation to 
consider the direct and indirect costs of the 
transaction in determining whether it is in the 
investment company’s best interests and in making 
its finding that the interests of existing shareholders 
would not be diluted. The release also suggested that 
this consideration include the extent to which these 
costs should be borne by the investment adviser 
where the adviser has significant self-interest in the 
merger transaction. This consideration, however, 
would not in all cases necessarily preciude the 
investment company from bearing certain expenses 
associated with the transaction, if, and so long as, 
those costs were justified by the anticipated benefits 
to shareholders and would also have been 
experienced in a transaction negotiated completely 
at arm’s-length. If these benefits are questionable or 
unduly speculative, however, the board of directors 
would likely be unable to determine that no dilution 
existed unless these transaction costs were 
absorbed by a party other than the investment 
company itself. 
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the minute books of each registered investment 
company.’ 


Rule 22d-4 permits an investment company to sell 
redeemable securities pursuant to a merger with a 
private investment company at a price other than a 
price described in its prospectus; provided that the 
directors of the registered investment company, 
including a majority of its disinterested directors, 
determine that the merger transaction will not result 
in dilution of the interests of the company’s existing 
shareholders, and, in the case of a company whose 
securities are sold at a price which includes a sales 
load, these directors find that any reduction or 
elimination in the price charged for such securities 
represents actual economies experienced in selling 
the securities; and further provided that these 
findings, and the basis upon which they were made, 
are recorded fully in the minute books of the 
registered investment company. 


Rule 22d-5 permits redeemable securities to be sold 
by an investment company at a price which varies 
from the current public offering price described in 
the prospectus when such sale is in connection with 
an exchange offer which, except for the participation 
of a closed-end investment company, satisfies the 
provisions of section 11 of the Act [15 U.S.C. 80a- 
11). 


Rule 22c-1, as amended, permits the sale of 
redeemable securities at a price other than a price 
based on current net asset value when such sale is 
effected pursuant to a merger which meets the 
requirements of rule 17a-8 or rule 22d-4.° 


Rule 17d-1(d)(8), as amended, permits an 
investment adviser to bear expenses of a merger or 
consolidation involving a registered investment 
company. 


AUTHORITY, EFFECTIVE DATE 


The Commission, pursuant to section 6(c) [15 U.S.C. 
80a-6(c)] and section 38(a) [15 U.S.C. 80a-37(a)] of 
the Act hereby amends 17 CFR Part 270 by adding 





4As atechnical modification of the rule, the requisite 
finding by the board of directors concerning dilution 
of shareholders’ interests is modified to be 
consistent with the language of rule 22d-4(a)(1). 


5As a technical modification of the rule, the term 
“securities” is used rather than the term “shares.” 
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new parts §270.17a-8, §270.22d-4 and §270.22d-5. 
Further, the Commission hereby amends rule 17d-1 
pursuant to section 6(c), section 17(d) [15 U.S.C. 
80a-17(d)] and section 38(a) of the Act and amends 
rule 22c-1 pursuant to section 6(c), section 22(c) 
[15 U.S.C. 80a-22(c)] and section 38(a) of the Act. 
Because those rules and rule amendments are 
exemptive, they are effective immediately. 


TEXT OF RULES AND AMENDED RULES 


Part 270 of Chapter || of Title 17 of the Code of 
Federal Regulations is amended as follows: 


1. By adding §270.17a-8 to read as follows: 


§270.17a-8 Mergers of certain affiliated investment 
companies. 


A merger, consolidation, or purchase or sale of 
substantially all of the assets involving registered 
investment companies which may be affiliated 
persons, or affiliated persons of an affiliated person, 
solely by reason of having a common investment 
adviser, common directors, and/or common 
officers shall be exempt from the provisions of 
section 17(a) of the act; Provided, That: 


(a) The board of directors of each such affiliated 
registered investment company participating in the 
transaction, including a majority of the directors of 
each registered investment company who are not 
interested persons of any registered investment 


company participating in the transaction, 
determine: 


(1) That participation in the transaction is in the best 
interests of that registered investment company; 
and 


(2) That the interests of existing shareholders of that 
registered investment company will not be diluted as 
a result of its effecting the transaction, and 


(b) Such findings, and the basis upon which the 
findings were made, are recorded fully in the minute 
books of each registered investment company. 


2. By amending §270.17d-1 by adding paragraph 
(d)(8) to read as follows: 


§270.17d-1 Applications regarding joint enterprises 
or arrangements and certain profit-sharing plans. 


%* OK 
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(8) An investment adviser’s bearing expenses in 
connection with a merger, consolidation or purchase 
or sale of substantially all of the assets of acompany 
which involves a registered investment company of 
which it is an affiliated person. 


3. By amending §270.22c-1 by adding paragraph 
(a)(2) to read as follows: 


§270.22c-1 Pricing of redeemable securities for 
distribution, redemption and repurchase. 


fay = *:* 


(2) This paragraph shall not prevent any registered 
investment company from adjusting the price of its 
redeemable securities sold pursuant to a merger, 
consolidation or purchase of substantially all of the 
assets of a company which meets the conditions 
specified in §270.17a-8 or in §270.22d-4. 


4. By adding §270.22d-4 as follows: 
§270.22d-4 Sale of redeemable securities pursuant 


to certain mergers with private investment 
companies. 


A sale of redeemable securities by a registered 
investment company shall be exempt from the 
provisions of section 22(d) of the act to the extent 
necessary to effect a merger with, or purchase of 
substantially all of the assets of, a company which is 
described in section 3(c)(1) of the act; Provided, 
That: 


(a) The board of directors of the registered 
investment company, including a majority of the 
directors of such investment company who are not 
interested persons thereof, determined: 


(1) That the interests of existing shareholders of that 
registered investment company will not be diluted as 
a result of its effecting the transaction, and 


(2) In respect of a sale of redeemable securities that 
are described in the prospectus as having a current 
offering price which includes a sales load, that any 
reduction or elimination of such sales load 
represents economies experienced in such sale that 
would not be present in a comparable sale effected 
through the normal channels of distributing such 
securities; and 
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(b) Such findings, and the basis upon which the 
findings were made, are recorded fully inthe minute 
books of the registered investment company. 


5. By adding §270.22d-5 as follows: 


§270.22d-5 Exemption from section 22(d) for 
certain offers of exchange by certain registered 
investment companies. 


A sale of redeemable securities pursuant to an offer 
of exchange which would be permitted under 
section 11 including any offer made pursuant to 
section 11(b), except that an offeree of the offer of 
exchange is a closed-end company, shall be exempt 
from the provisions of section 22(d). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11054/February 20, 1980 


In the Matter of 


FIDELITY MONEY MARKET TRUST 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4352) 


ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER PURSUANT TO SECTION 6(c) OF 
THE ACT GRANTING EXEMPTION FROM THE 
PROVISIONS OF RULES 2a-4 AND 22c-1 UNDER 
THE ACT 


Fidelity Money Market Trust (‘Applicant’), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified 
management investment company, filed an 
application on December 6, 1979, requesting an 
order of the Commission amending an earlier order 
of the Commission dated January 3, 1979 
(Investment Company Act Release No.10540). This 
earlier order, pursuant to Section 6(c) of the Act, 
exempted Applicant from the provisions of Rules 2a- 
4 and 22c-1 under the Act to the extent necessary to 
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permit Applicant to compute its net asset value per 
share, for purposes of effecting sales, redemptions 
and repurchases of its shares, to the nearest one 
cent on a share value of one dollar. The amended 
order, pursuant to Section 6(c) of the Act, would 
exempt Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to the extent necessary to permit 
Applicant to utilize the amortized cost valuation 
method for purposes of pricing its shares for sale, 
redemption and repurchase. 


On January 23, 1980, a notice (Investment Company 
Act Release No. 11027) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing, and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for amendment of the 
Commission’s order dated January 3, 1979, 
contained in Investment Company Act Release No. 
10540 to the extent requested, be and hereby is, 





‘Applicant states that to fulfill this condition, it 
intends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its Board of Trustees in the exercise of its 
discretion to be appropriate indicators of value. In 
addition, Applicant states that the quotations or 
estimates utilized may include, inter alia (1) 
quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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granted effective forthwith, subject to the following 
conditions to which Applicant has consented: 


(1) That Applicant's Board of Trustees in supervising 
Applicant's operations and delegating special 
responsibilities involving portfolio management to 
Applicant's investment adviser, undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and Applicant's 
investment objectives, to stabilize Applicant's net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase at $1.00 
per share. 


(2) Included within the procedures to be adopted by 
the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of Applicant’s net asset 
value per share as determined by using available 
market quotations from the $1.00 amortized cost 
price per share, and maintenance of records of such 
review.! 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1/2 of 1%, a 
requirement that the Board of Trustees will promptly 
consider what action, if any, should be initiated. 


(c) Where the Board of Trustees believes the extent 
of any deviation from Appiicant’s $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which action may include: redemption of 
shares in kind; the sale of portfolio instruments prior 
to maturity to realize capital gains or losses, or to 
shorten Applicant’s average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


(3) That Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
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weighted average portfolio maturity in excess of 120 
days. 


(4) That Applicant will record, maintain and 
preserve permanently in an easily accessible place a 
written copy of the procedures (and any 
modifications thereto) described in condition 1 
above, and Applicant will record, maintain and 
preserve for a period of not less than six years (the 
first two years in an easily accessible place) a written 
record of the Board of Trustees’ considerations and 
actions taken in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Trustees’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act as though 
such documents were records required to be 
maintained pursuant to rules adopted under Section 
31(a) of the Act. 


(5) That Applicant will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar-denominated instruments which the Board of 
Trustees determines present minimal credit risks, 
and which are of high quality as determined by any 
major rating service or, in the case of any instrument 
that is not so rated, of comparable quality as 
determined by the Board of Trustees. 


(6) That Applicant will include in each quarterly 
report, as an attachment to Form N-1Q, a statement 
as to whether any action pursuant to condition 2(c) 
above was taken during the preceding fiscal quarter, 
and, if any action was taken, will describe the nature 
and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








7In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11055/February 21, 1980 


In the Matter of 
MFS MANAGED MUNICIPAL BOND TRUST 
AND 


MASSACHUSETTS FINANCIAL SERVICES 
COMPANY 

200 Berkeley Street 

Boston, Massachusetts 02116 


(812-4482) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that MFS Managed 
Municipal Bond Trust (“Trust”), registered underthe 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified, management investment 
company, and Massachusetts Financial Services 
Company (“Adviser”), the Trust’s investment adviser 
and principal underwriter (hereinafter, the Trust and 
the Adviser are collectively referred to as 
“Applicants”), filed an application on May 29, 1979, 
and an amendment thereto on January 14, 1980, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicants 
from the provisions of Section 22(d) of the Act to 
permit the sale by Applicants of shares of the Trust to 
net asset value plus a reduced sales charge of 0.4%, 
pursuant to reinvestment programs to be offered to 
unitholders of past and future series of certain unit 
investment trusts registered under the Act with 
portfolios consisting of debt securities issued by or 
on behalf of states, territories and possessions of the 
United States, the District of Columbia, and their 
political subdivisions, agencies or instrumentalities, 
the interest on which is exempt from federal income 
tax (“municipal bonds”) and whose sponsors agree 
to offer unitholders the proposed reinvestment 
programs (All such series of the unit investment 
trusts which may offer the proposed reinvestment 
program are hereinafter referred to as “Funds’”). All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 
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The application states that the Trust's investment 
objective is to provide as high a level of current 
income exempt from federal income taxes as is 
considered consistent with prudent investing while 
seeking protection of shareholders’ capital. The 
application further states that, in seeking this 
objective, the Trust, under normal market 
conditions, invests substantially all (at least 90%) of 
its portfolio assets in municipal bonds, but that as a 
defensive measure during times of adverse market 
conditions, up to 50% of the Trust’s portfolio assets 
may be invested in various types of short-term debt 
obligations. Applicants state that the Trust's 
portfolio is fully managed. According to the 
application, shares of the Trust are offered for sale to 
the public at their net asset value plus a sales charge 
which varies from 4.75% (as a percentage of the 
offering price) on purchases of less than $10,000, to 
1.50% on purchases of $1,000,000 or more. The 
application further states that the Trust has no 
minimum investment requirement and presently 
has no power to redeem any shareholder’s shares 
without his consent. 


According to the application and as noted above, 
each of the Funds will be a unit investment trust 
registered under the Act with a portfolio consisting of 


municipal bonds. Applicants assert that the 
investment objective of each Fund will be 
substantially the same as that of the Trust: interest 
income exempt from federal income taxation and 
preservation of capital. The application states that 
while the portfolios of the Funds and the Trust both 
will consist of municipal bonds, the portfolio of the 
Trust is managed, and therefore subject to change, 
while under ordinary circumstances the portfolio of 
each of the Funds will remain unchanged. 
Applicants state that, notwithstanding these 
differences between the Funds and the Trust, eachis 
simply a different vehicle for an investor to achieve 
the same investment objective and that it is this 
common investment objective which enables the 
Trust to offer the proposed reinvestment programs 
to Fund unitholders at a reduced sales load. 


According to the application, the Trust proposes to 
permit unitholders of the Funds to purchase shares 
of the Trust at net asset value per share plus a0.4% 
sales charge solely by reinvesting their distributions 
of interest or other distributions, including capital 
gains and principal distributions, from the Funds. 
The application states that all unitholders of the 
Funds will be eligible to participate in the proposed 
reinvestment programs and will be required to 
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reinvest the entire amount of all interest and other 
distributions from any series of the Funds. 
Applicants state that unitholders of outstanding and 
future series of the Funds will be notified of the 
existence of the reinvestment privilege and that 
unitholders indicating an interest in participating in 
the program will be sent a current prospectus of the 
Trust, together with an authorization form. 
Applicants further state that if the form is executed 
and returned it will entitle the unitholder to receive 
distributions from those series of the Funds 
designated by him in full and fractional shares of the 
Trust, purchased at the net asset value thereof in 
effect at the close of business on the distribution 
date of such unitholder’s Fund, plus the 0.4% sales 
charge. Applicants state that participants will 
receive confirmations of all such transactions made 
for their respective accounts and will receive each 
year the current prospectus of the Trust. The 
application states that the authorization form will 
provide that any election to receive distributions 
from any series of the Funds in shares of the Trust 
will be effective until the unitholder revokes such 
election by written notice to the Trustee of such 
series. 


Applicants state that expenses of offering the 
reinvestment programs to unitholders of the Funds 
will be borne by the Adviser and that, once a 
unitholder has elected to participate in the proposed 
reinvestment program, his account will be handled, 
and the expenses thereof will be borne, in the same 
manner as the account of any other shareholder of 
the Trust. Applicants believe that the sales charge of 
0.4% will be sufficient to offset the expenses of the 
proposed reinvestment programs tothe Adviser, and 
state that the Adviser will retain the entire charge. 
According to the application, once a unitholder of 
the Funds has elected to participate in the 
reinvestment program and becomes a shareholder 
in the Trust, he will be entitled to all rights of any 
shareholder of the Trust with regard to his interest. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell any 
redeemable security issued by it except either to or 
through a principal underwriter for distribution or at 
a current public offering price described in the 
prospectus, and, if such class of security is being 
currently offered to the public by or through an 
underwriter, no principal underwriter of such 
security and no dealer shall sell any such security to 
any person except a dealer, a principal underwriter 
or the issuer, except at a current public offering price 
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described in the prospectus. Applicants request an 
exemption from the provisions of Section 22(d) of 
the Act to permit the sale by Applicants of shares of 
the Trust at net asset value per share plus a reduced 
sales charge of 0.4% to holders of units issued by 
past and future series of the Funds pursuant to the 
proposed reinvestment programs. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision of the 
Act or of any rule or regulation thereunder, if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Applicants submit that the requested exemption 
from the provisions of Section 22(d) of the Act would 
be in the public interest, beneficial to the investors in 
the Trust and the Funds, and consistent with the 
purposes of Section 22(d). Applicants assert that the 
largest portion of the cost associated with sales of 
shares of an open-end, management investment 
company such as the Trust is attributable to 
soliciting an investor and ascertaining his financial 
requirements. Applicants state that in this case, 
unitholders of the Funds will already have made their 
initial investments, have had their financial 
requirements determined and have paid any 
applicable sales charges attributable to initial 
investments. Applicants submit that permitting 
such unitholders to reinvest their Fund distributions 
in shares of the Trust is little different from 
permitting existing shareholders of the Trust to 
reinvest their distributions, and that what slight sales 
cost exists will be offset by the 0.4% sales charge that 
will be imposed. Applicants submit that Fund 
investors, rather than the Adviser, should receive the 
benefit of the lower sales costs associated with the 
proposed reinvestment programs. 


Applicants further submit that the proposed 
reinvestment programs will not result in any dilution 
in the equity of existing shareholders of the Trust 
because the Trust will receive the net asset value of 
the shares sold. They further submit that the 
proposed reinvestment programs will increase the 
Trust’s asset base and, because its operating 
expenses will not increase concurrently with asset 
size, the per share cost of operations borne by the 
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Trust's shareholders will be reduced. In addition, 
Applicants state that if a significant number of 
unitholders of the Funds participate in the proposed 
reinvestment programs, such unitholders will 
provide ready cash to be invested by the Trust and 
thereby help to assure the Trust of a positive cash 
flow, permitting it to meet redemptions without 
disturbing investments, to decrease assets held as 
cash reserves and to build-up its investment 
positions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 17, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George-A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11056/February 21, 1980 


OPPENHEIMER & CO., INC. 
One New York Plaza 
New York, NY 10004 


File No. 8-18333 
Investment Company Act of 1940 


ORDER PURSUANT TO SECTION 9(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 GRANTING 
EXEMPTION FROM SECTION 9(a) OF THE ACT 


The Commission issued a Notice on July 5, 1979 of 
the filing of an application by Oppenheimer & Co., 
Inc. (the “Applicant’) for an order of exemption 
pursuant to Section 9(c) of the Investment Company 
Act of 1940. Investment Company Act of 1940 Rel. 
No. 10757/July 5, 1979. The application seeks an 
exemption for Applicant, any person or company 
who is or in the future may become an affiliate of 
Applicant and any person or company of which it is 
or in the future may become an affiliated person, 
from the provisions of Section 9(a) of the Act to the 
extent that Section 9(a) is applicable by virtue of the 
entry of the Final Judgment of Permanent Injunction 
and Other Equitable Relief as to Ira J. Hechler. Such 
Judgment was entered on July 5, 1979 against Ira J 
Hechler, a person affiliated with Applicant, in an 
action entitled Securities and Exchange 
Commission v. Ira J. Hechler, et al. (United States 
District Court for the District of Columbia, Civil 
Action No. 79-1729). The Notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application may 
be issued by the Commission upon the basis of the 
information stated in the application unless an order 
for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. 
No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The Commission has considered the matter and 
finds that the prohibitions of Section 9(a), as applied 
to Applicant, are unduly or disproportionately severe 
and that the conduct of Applicant has been such as 
not to make it against the public interest or 
protection of investors to grant the exemption 
requested in the application. 


Accordingly, IT IS ORDERED, pursuant to Section 
9(c) of the Act that the application for exemption of 
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Applicant, any person or company who is or in the 
future may become an affiliate of Applicant and any 
person or company of which it is or in the future may 
become an affiliated person, from the provisions of 
Section 9(a) of the Act, insofar as any ineligibility to 
serve or act in the capacities enumerated in Section 
9(a) of the Act arises out of the Judgment entered 
against Ira J. Hechler, be and hereby is granted, 
effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 713/February 19, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16585/February 19, 1980 
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LITIGATION 





Litigation Release No. 9004/February 14, 1980 


UNITED STATES OF AMERICA v. RICHARD C. FLICK 
(United States District Court for the Eastern District 
of North Carolina) Action No. 79-20-CR-8. 


Jule B. Greene, Administrator of the Atlanta Regional 
Office and George M. Anderson, United States 
Attorney for the Eastern District of North Carolina 
announced that on February 1, 1980, Richard C. 
Flick of Memphis, Tennessee was found guilty as 
charged in each count of a five count indictment by a 
jury in Raleigh, North Carolina. The indictment 
charged Flick with three counts of securities fraud 


and one count each of mail fraud and wire fraud in- 


connection with his activities as an unregistered 
broker-dealer doing business as El Taco, Inc. and 
L.N.I.B. in 1977 and 1978. The indictment charged 
Flick with soliciting money from a resident of North 
Carolina for the purpose of purchasing municipal 
bonds for the customer and then not delivering the 
bonds. During a part of this period, from April to 
September 1978, Flick was suspended from 
association with any broker or dealer as a result of 
earlier activities at Shelby Bond Service Corp., a 
now-defunct Memphis, Tennessee bond dealer. 
Flick was also previously permanently enjoined from 
violations of the antifraud provisions of the federal 
securities laws in connection with his activities at 
Shelby Bond Service. 


Immediately following the jury verdict, Judge F. T. 
Dupree, Jr. of the United States District Court for the 
Eastern District of North Carolina sentenced Flick to 
imprisonment for five years on Count | of the 


indictment, five years on Count II to run 
consecutively to the sentence imposed on Count I, 
and five years each on Counts III, IV and V, to rune 
concurrently with the sentences imposed on Counts 
| and II, and a $5,000 fine. 


The indictment and conviction were the result of an 
investigation conducted by the Commission's 
Atlanta Regional Office. 


For further information see Litigation Release Nos. 
8878 and 7965, and Exchange Act Release No. 
13777. 
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Litigation Release No. 9005/February 14, 1980 


SEC v. MANUS, INC. and AARON ALBERT 
KLEINMAN (U.S.D.C. Central District of California, 
CA-79-3274-WPG) 


Leonard H. Rossen, Administrator for the Los 
Angeles Regional Office of the Securities and 
Exchange Commission, announced that on January 
29, 1980, the Honorable William P. Gray, U.S. 
District Judge, Los Angeles, entered an order of 
permanent injunction against Aaron Albert 
Kleinman from violations of the federal securities 
laws. More specifically, Kleinman was enjoined from 
further violations of the registration and antifraud 
provisions of the Securities Act of 1933, the broker- 
dealer registration provisions and antifraud 
provisions of the Securities Exchange Act of 1934 
and the antifraud provisions of the Investment 
Advisers Act of 1940 in connection with the 
operations of Manus, Inc., a registered investment 
adviser of which Kleinman was president and sole 
shareholder. In addition, Kleinman was enjoined 
from disposing of any of Manus’ assets and was 
ordered to deliver to the receiver for Manus any 
assets of Manus which he may be holding. 


The complaint in this action was filed on August 24, 
1979 and reported in Litigation Release No. 8887, 
which detailed the above-mentioned alleged 
violations. Kleinman consented to the entry of the 
injunction without admitting or denying the 
allegations of the complaint. Defendant Manus, Inc. 
had previously been enjoined on August 24, 1979, 
and in that order, entered pursuant to its consent, a 
receiver was appointed. (See Litigation Release No. 
8887.) 
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Litigation Release No. 9006/February 14, 1980 


SEC v. AEGEAN INDUSTRIES, INC., ET AL., 80 Civil 
843 (S.D.N.Y.) (C.S.H.) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on February 13, 1980, 
the Commission filed a civil injunctive action 
seeking to enjoin the following defendants from 
future violations of the registration and antifraud 
provisions of the federal securities laws (Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933, 
and Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder): 


(1) Aegean Industries, Inc. (“Aegean”), a New York 
corporation formerly engaged in the development of 
vinyl cedar-shake siding products; 


(2) Stanley J. Sanders (“Sanders”), an attorney, who 
has served as former president of Aegean, and is 
currently a director and shareholder of Aegean; 
Sanders resides in Roslyn, New York; and 


(3) Vincent Fava (“Fava”), the inventor of Aegean’s 
siding products, who has been a director and 
shareholder of Aegean since its inception; Fava 
resides in East Meadow, New York. 


The Commission’s Complaint alleges that since 
1973, the defendants engaged in three unregistered 
distributions of Aegean securities, raising 
approximately $700,000 from approximately 100 
investors. The three distributions consisted of: (a) 
the offer and sale by defendant Fava of investment 
contracts, in the form of royalty interests in Aegean’s 
products; (b) the offer and sale of Aegean treasury 
shares; and (c) the secondary offer and sale of 
Aegean shares owned by defendants Sanders and 
Fava. In all three distributions, the defendants 
allegedly misrepresented material facts to investors, 
including, among other things, the facts that: (a) 
defendants Sanders and Fava had little business 
experience; (b) Aegean’s books and records were in 
a chaotic condition; (c) Aegean had never 
successfully marketed its products (despite claims 
by the defendants that Aegean had “millions of 
dollars” of backlogged orders for its products); and 
(d) defendants Sanders and Fava converted the 
proceeds from the sale of certain Aegean securities 
for their personal use. 
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In addition to injunctive relief against the three 
defendants, the Complaint also seeks an order of 
disgorgement against defendants Sanders and Fava, 
requiring them to pay monies to Aegean. 





Litigation Release No. 9007/February 14, 1980 


UNITED STATES v. ENDEL PEEDO (Cr. No. CR-79- 
171, E.D. Va.) 


Justin W. Williams, United States Attorney for the 
Eastern District of Virginia, and Paul F. Leonard, 
Administrator of the Washington Regional Office, 
announced that on February 8, 1980, Endel Peedo 
(“Peedo”) of Alexandria, Virginia, was sentenced by 
the Honorable Albert V. Bryan, United States District 
Court Judge for the Eastern District of Virginia, 
Alexandria Division, to two years’ imprisonment. The 
sentence was suspended, and Peedo was placed on 
three years’ probation on the condition that he not 
directly or indirectly solicit investments in any 
enterprise. The sentencing followed Peedo’s guilty 
plea on January 8, 1980, to one count of mail fraud in 
the execution of a fraudulent scheme concerning 


the publication and profitability of Quinto Lingo 
magazine. For further information, see Litigation 
Release Nos. 8916 and 8972. 
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Litigation Release No. 9008/February 14, 1980 


SEC v. THOMAS J. BALL a/d/b/a TOM BALL & 
ASSOCIATES (U.S.D.C., E.D. Va. Alex. Div. C.A. No. 
80-44-A) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, and Lewis W. Brothers, Jr. Director, 
Securities Division of the Virginia State Corporation 
Commission announced that on February 1, 1980, 
the Honorable Oren R. Lewis, United States District 
Court Judge for the Eastern District of Virginia, 
entered a final judgment permanently enjoining 
Thomas J. Ball a/d/b/a Tom Ball & Associates from 
violations of the securities registration and antifraud 
provisions of the federal securities laws in 
connection with the offer, purchase and sale of 
securities in the form of “Full Binding Contracts”, 
“Land Development Investments” and other 
securities. The final judgment also permanently 
enjoins the defendant from violating the investment 
adviser registration and antifraud provisions of the 
federal securities laws. The order also provides for a 
freezing of the defendant's assets and for an 
accounting to be performed by the Commission of all 
investor funds paid to defendant. 


The final judgment was entered with the consent of 
the defendant, who neither admitted nor denied the 
allegations of the complaint. The final judgment also 
provides that the Court shall retain jurisdiction over 
the defendant and the subject matter for the 
purpose of determining the appropriateness and 
amount, if any, of further equitable relief in the form 
of disgorgement. 


For further information, see Litigation Release No. 
8978. 





Litigation Release No. 9009/February 15, 1980 


SEC v. FUTURE COMMUNITIES, INC. (United States 
District Court for the District of Columbia, Civil 
Action No. 79-3147) 


The Commission announced today that on February 
14, 1980, the United States District Court for the 
District of Columbia entered a final Judgment of 
Permanent Injunction against Future Communities, 
Inc. of Long Beach, California, restraining and 
enjoining Future Communities, Inc. from failing to 
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file timely periodic reports and ordered it to comply 
with certain undertakings. Future Communities, Inc. 
consenting to the entry of the Court's judgment, 
admitted that it had filed reports in an untimely 
manner on 16 separate occasions. The 
Commission’s Complaint was filed on November 19, 
1979. 


The Complaint had alleged that Future 
Communities, Inc., as part of a continuing course of 
conduct extending over several years, failed to file 
timely with the Commission certain Annual Reports 
and Quarterly Reports required to be filed under the 
Securities Act of 1934. 





Litigation Release No. 9010/February 15, 1980 


SEC v. SUN CO., INC., ET AL. (S.D.N.Y.) Civil Action 
No. 78-1055 


The Securities and Exchange Commission 
announced that on February 14, 1980, the 
Honorable Robert L. Carter, United States District 
Judge, Southern District of New York, signed orders 
relating to Salomon Brothers, Kenneth Lipper, 
Eberstadt Asset Management, Inc., Ebesstadt Fund 
Management, Inc., and F. Eberstadt & Co., Inc. The 
orders require that each of the parties comply witha 
stipulation of settlement which they agreed to and do 
not constitute an admission or denial of any issue of 
law or fact in the proceedings. 


The stipulations require, inter alia, that in the future 
each of the entities shall make the initial filings 
required under Sections 13(d) and 14(d) of the 
Securities Exchange Act of 1934. In addition, each of 
the entities agreed to have or continue in practice as 
the case may be certain procedures for certain 
transactions which relate to the filing requirements 
of Sections 13(d) and 14(d) of the Securities 
Exchange Act, and in the case of Eberstadt Asset 
Management and Eberstadt Fund Management, 
Sections 17(d) and 17(e) of the Investment 
Company Act of 1940, which they have also agreed 
to comply with. 


Furthermore, Eberstadt Asset Management and 
Eberstadt Fund Management agreed that the fee 
received by the predecessor to Eberstadt Asset 
Management for rendering financial advice to Sun 
Co. shall be deemed to be the property of the 
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Chemical and Surveyor Funds. Subject to the 
approval of the Boards of Directors of such Funds 
and the Court, such moneys may be used to settle or 
pay any judgment against Eberstadt Asset 
Management or Eberstadt Fund Management that 
may arise out of related class actions. 


In addition, the Court signed an order proposed by 
the Commission terminating the Commission’s 
action against Fairleigh S. Dickinson, Jr. 


The Commission filed its civil complaint on March 9, 
1978, alleging violations of, inter alia, beneficial 
ownership and tender offer provisions of the 
Securities Exchange Act of 1934 and Sections 17(d) 
and 17(e) of the Investment Company Act of 1940. 
The Court in its opinion of July 9, 1979, reported in 
475 F. Supp. 783 (S.D.N.Y. 1979), found violations of 
the federal securities laws as to these parties. The 
above orders conclude the Commission’s case 
against these parties. 





Litigation Release No. 9011/February 20, 1980 


SEC v. SMITH W. BAGLEY, ET AL. (D.D.C., Civil 
Action No. 79-0812) 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange 
Commission, announced that on February 20, 1980, 
pursuant to a settlement, the United States District 
Court for the District of Columbia, entered a Final 
Judgment of Permanent Injunction against Smith W. 
Bagley (‘Bagley’), James R. Gilley (“Gilley”) and 
William F. Thomas (‘‘Thomas”). The three 
defendants consented to the entry of the Judgment 
without admitting or denying the allegations of the 
Commission’s complaint. The complaint in this 
matter was filed on March 15, 1979. 


The judgment enjoins Bagley and Gilley from 
violations of Section 17(a) of the Securities Act of 
1933 (“Securities Act”) and Section 10(b) and Rule 
10b-5 thereunder of the Securities Exchange Act of 
1934 (“Exchange Act”) in connection with the offer, 
sale or purchase of the securities of any issuer 
subject to the reporting requirements of Section 13 
of the Exchange Act of which the defendant is an 
officer or director or holds a certain percentage of 
the outstanding securities. Additionally, Bagley and 
Gilley are enjoined from failing to comply with the 
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reporting provisions of Sections 13(d) and 16(a) of 
the Exchange Act and from causing to be filed with 
the Commission any annual or periodic report 
required to be filed pursuant to Section 13(a) of the 
Exchange Act which contains any misstatement of 
material fact or omits to state any material fact 
necessary to be made in order to make the 
statements made, not misleading. The Judgment 
enjoins Thomas from violations of Section 17(a) of 
the Securities Act and Section 10(b) and Rule 10b-5 
thereunder of the Exchange Act in connection with 
the offer, sale or purchase of any over-the-counter 
securities by effecting a series of transactions 
creating actual or apparent trading activity or raising 
or depressing the price of any such securities by 
others, or otherwise manipulating the market price 
of any such securities. 


For further information, see Litigation Release Nos. 
8691, 8709 and 8854, and SEA Release No. 15654. 





Litigation Release No. 9012/February 20, 1980 


UNITED STATES v. JOHN STERGE; AN-CAR OIL CO. 
INC.; AND FIRST FINANCIAL EQUITY 
CORPURATION (D. Mass.) Criminal No. 79-372-C) 


Willis H. Riccio, Administrator of the Boston 
Regional Office, and the Honorable Edward F. 
Harrington, United States Attorney for the District of 
Massachusetts, today announced that the 
Honorable Andrew A. Caffrey, Chief Judge of the 
United States District Court for the District of 
Massachusetts, sentenced John C. Sterge of Boston, 
Massachusetts to concurrent jail terms of thirty (30) 
months. He received an additional sentence of one 
year, to be served on and after the thirty (30) month 
sentences; sentence suspended; and three years 
probation. First Financial Equity Corporation was 
sentenced to a $1,000 fine on a plea of guilty to one 
count of mail fraud. 


Sterge, who from 1965 to 1976 was president of An- 
Car Oil Co., Inc. formerly located in Boston, and who 
was also president of First Financial Equity 
Corporation from 1976 to 1978, was sentenced on 
his plea of guilty to three counts of a nine count 
indictment charging him with violations of the 
antifraud provisions of the federal securities laws 
and mail fraud in connection with the sale of limited 
partnership interests and fractional undivided 
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working interests in oil and gas wells located in Ohio 
and Tennessee offered by An-Car, and in a Wyoming 
coal tax shelter program offered by First Financial. 


The Court granted Sterge a stay of execution of 
sentence until February 29, 1980 at 10:00 A.M. The 
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sentencing of An-Car was deferred until a later date. 


For further information see Litigation Release No. 


8980. 
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